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Global  agriculture 

3   Farmers  say  it’s never  been  so  bad 
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WORLD  NEWS 

Former  army  chief 

joins  race  for 

Israeli  premiership 

■'  Arnnon  Upkin-Shahak,  Israel's 
/former  army  chief,  launched  his 

/campaign  for  the  premiership 
with  an  attack  on  prime  minister 
Benjamin  Netanyahu  and  an 
appeal  for  Israeli  unity.  Page  14; 
Profile,  Page  8 

Debate  rages  over  C&iton  trial 
US  senators  were  locked  in 

debate  over  how  to  organise 

President  Bill  Clinton's  impeach- 
ment trial,  which  starts  today. 

Right  wing  Republicans  sought 
to.  block  plans  for  an  accelerated 
vote.  Page  14;  Republican 
nerves  grow,  Page  5 

German  parties  spot  on  citizenship 

Germany's  opposition  parties’ 
attack  on  government  plans  to 
ease  citizenship  haws  stalled  as 
their  own  ranks  sprit  over  the 
issue.  Europe,  Page  2 

crisis  looms 

Parliament  members 

fare  demanding  the  resignation  of 
two  European  commissioners  as 
the  crisis  over  the  Commission 

deepens.  Europe,  Page  2 

US  heads  for  healthy  surplus 

The  Clinton  administration  yes- 

terday forecast  a   hlgher-than- 

prqjected  US  federal  budget  sur- 
plus of  about  $76bn  this  fiscal 

year.  America,  Page  4 

UN  rejects  shir  on  impartiaBty 

Top  United  Nations  officials 

defended  UN  integrity  and  impar- 

tiality after  reports  that  its  weap- 
ons inspectors  in  Iraq  had  been 

used  by  US  intelligence  as  cover 
for  spying.  International,  Page  4 

Sierra  Leone  rebels  reach  capital 

Rebels  reached  central  Freetown, 

Sierra  Leone's  capital,  capturing 
the  presidential  State  House, 

itlonal,  Page  4 

business  news 

ak  economic  outlook  for  China 

Chinese  finance  minister  Xiang 

Buaicheng  forecast  bleak  eco- 
nomic prospects  for  the  country 

and  predicted  an  increased  defi- 
cit would  be  needed  to  spur 

growth.  Asia,  Page  6 

UK  police  told  to  leave  Aden 
Two  British  detectives  probing  a 

rescue  operation  in  Yemen  in 
which  four  western  hostages 
were  killed  left  Aden  at  the 

request  of  Yemeni  authorities. 

Obuchi  orders  coaithm  talks 

Japan's  prime  minister,  Keizo 
Obuchi,  left  for  Europe  after 

instructing  key  members  of  Ihe 
ruling  Liberal  Democratic  party  to 

finalise  coalition  talks  with  oppo- 
sition Liberals.  Asia,  Page  6 

Canadian  aM  reaches  Russians 

Canadian  aircraft  flew  aid  to 

i   |iukchi  Autonomous  District  in 

Russia's  far  north-east  but  Ice halted  a   sea  cargo  of  badly 

needed  oil.  Russia's  economic 
crisis  has  created  severe  short- 

ages In  some  remote  regions. 

Turkey  stiU  in  political  crisis 
Veteran  Turkish  politician  Bulent 

Ecevit  re-emerged  as  the  coun- 

try's probable  next  prime  minister 
after  Yalim  Erez  abandoned  his 

attempt  to  form  a   new  govern- 
ment. Europe,  Page  3 

Banks  to  fund  Holocaust  list 

Swiss  banks  are  putting  S4m 

towards  a   computerised  list  of 

Holocaust  victims'  names  in  a 

bid  to  match  dormant  wealth 

with  Its  rightful  owners. 

Media  group  Kirch 
claims  assets  of 

more  than  $12bn 

Kirch  Group,  the  troubled 
German  media  group  seeking  a 
cash  Injection,  has  told  potential 
Investors  that  Its  assets  are 
worth  more  than  DM20bn 

(Sl2bn)  and  It  has  lower  debt 
than  has  been  estimated. 
Page  13 

Gucci,  the  Italian  fashion  group, 
saw  its  shares  jump  19  per  cent 
to  €55.4  when  LVMH,  the  French 

luxury  goods  conglomerate, 
announced  it  had  acquired  more 
than  5   per  cent  of  the  Company. 
Page  13;  Lex,  Page  12 

Storebrand,  Nonway's  leading 
insurer,  launched  a   NKrl.Sbn 

($224m)  takeover  bid  for  Finans- 

banken,  the  country's  second 
largest  private  bank,  in  the  latest 
consolidation  of  the  Nordic 
financial  sector.  International 

companies,  Page  14 

US  Investment  banks  topped  the 

European  takeover  league  tables 

last  year,  according  to  prelimi- 
nary figures.  International 

companies,  Page  14 

Baan  Company,  the  Dutch  maker 
of  business  software,  saw  its 

shares  rise  9.5  per  cent  as  it 
announced  rt  had  received  a 

$75m  cash  Injection  from  a   US 

investor  group.  International 
companies,  Page  14 

Italian  mobile  phone  users  got  a 

nasty  shock  when  the  cost  of 
calling  cellular  telephones  from 
fixed  lines  soared  by  as  much  as 

153  per  cent  Europe,  Page  3 

Airbus  Industrie  has  extended  its 

reach  into  rival  Boeing's  home 
territory  with  a   deal  to  sell  30 

single-aisle  airliners,  valued  at 

$1.3bn,  to  BoulGoun  Aviation  Ser- 
vices, a   German-owned  leasing 

company  based  in  Washington 
state.  World  trade,  Page  4 

China  threw  into  doubt  the  future 

of  44  important  industrial  parks 
across  the  country,  including  a 

$20bn  Singaporean  flagship  proj- 

ect trumpeted  by  the  city-state's leaders  as  file  optimum  way  for 

foreign  manufacturers  to  enter 

the  unpredictable  Chinese  mar- 
ket Asia-Pacific,  Page  6 

Japan’s  construction  sector  has 
moved  further  into  crisis  despite 

the  government’s  injection  of 
thousands  of  billions  of  yen  in 

public  works  projects.  Construc- 
tion orders  in  public  and  private 

sectors  fell  21.3  per  cent  in 

November  in  the  11th  consecu- 
tive month  of  year-on-year 

declines.  Asia- Pacific,  Page  6 

Thai  Mfitaiy  Bade  and  Bangkok 

Bank  confirmed  they  were  seek- 
ing Tier  2   capital  heip  from  the 

authorities,  but  Thai  Military  Bank 
denied  it  had  decided  to  apply 

for  Tier  1   help.  Asia- 
Pacific  companies.  Page  16 

Reebok  India  Is  cracking  down  on 

local  companies  that  have 
flooded  bazaars  and  upmarket 

shops  with  counterfeit  versions 
of  its  sports  clothing  and  cricket 
bats.  World  trade,  Page  4 

World  Equity  Markets 
The  latest  trends  and  data  from  more 

than  50  national  marksts  at  a   stance 
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TRADITIONAL  JANUARY  LIFT  FOR  EQUfTlES 

Trading  in  euros 

Whiz-kids 

do  their  bit 
mJ  Page  21 

World  economy 

Will  the  US  consumer 

boom  burst? 

Samuel  Brittan,  Page  10 

BY  TAKEOVER  TALK,  LOW  BOND  YIELDS  AND  PROSPECT  OF  INTEREST  RATE  CUTS 

Rally  in  world  markets  gathers  pace 
By  Philip  Coggan  hi  London anti  John  Labate  ta  Hew  York Already  a   happy  new  year  for  stocks 

FTSE 100  index Dow  Junes  tedutrial  Average 

World  markets  stepped  up  the 

pace  of  their*  new  year  rally  yes- 
terday with  Wall  Street  heading 

into  record  territory  In  early 

trading  and  European  bourses surging  ahead. 

Takeover  talk  in  the  automo- 
tive and  telecommunications  sec- 
tors provided  the  immediate  spar 

for  the  gains  but  there  were  signs 
that  Institutional  investors  were 

pushing  money  into  blue-chip 
stocks,  as  they  often  do  at  the 
start  of  the  calendar  year. 

Just  before  2pm  in  New  York, 

the  Dow  Jones  Industrial  Aver- 
age crossed  the  9.500  level,  up  198 

points  on  the  day.  It  was  already 

in  record  territory  earlier  in  the 

day  when  it  passed  9,400.  Enthu- 
siasm for  semiconductor  and 

internet  shares  extended  the  Nas- 

daq composite's  record-breaking 
ran,  with  the  technology-domi- 

nated index  adding  2.6  per  cent 

by  early  afternoon  at  2^09.59. 

In  Europe,  London's  FTSE  TOO Index  gained  190.6  to  6.I4&8,  He 

third  largest  points  rise  although 
well  down  the  scale  in  percentage 

terms.  In  -Paris,  the  CAC  40 

gained  2 J   per  cent  to  be  within 
100  points  of  its  all-time  high 
while  the  DAX  in  Frankfurt 

gained  3.4  per  cent. 
Earlier  in  the  day,  the  Hang 

Seng  index  in  Hong  Kong  had 

gained  3.5  per  cent  while  the 
Singapore  and  Bangkok  markets 
moved  up  5.7  and  6.4  per  cent 

98  99 

respectively.  While  the  recent 
wave  of  takeovers  means  that 

few  investors  want  to  be  out  of 

the  equity  market,  for  fear  of 
missing  the  next  big  deal,  the 

early  strength  of  shares  in  1999 
also  owe  much  to  the  lack  of 

alternatives. 

Bond  yields  are  low  and  there 
are  expectations  that  interest 
rates  will  be  cut  further  in 

Europe  and  the  US.  The  success- 

ful launch  of  the  euro  has  also 

prompted  a   wave  of  enthusiasm for  Europe's  prospects. 
Jan  nan'  has  traditionally  been 

the  best  month  for  stock  market 

performance,  with  the  UK  market 
rising  by  an  average  2.5  per  cent 
on  the  month  over  the  19] 9-96 
period,  according  to  the  Schwartz 
Stock  Market  Handbook. 

One  factor  behind  January's historical  strength  is  a   seasonal 
inflow  or  money  into  investment 
institutions.  This  seems  to  have 
been  heightened  this  year  by  the 
decision  of  US  equity  mutual 

fund  managers  to  reduce  the rpsh  levels  which  they  built  up 

when  markets  were  falling  in  the 

autumn  and  to  invest  the  pro- 
ceeds in  the  stock  market.  The 

fund  managers'  cash  level reached  a   two-year  high  of  6.3  per 
cent  in  September,  compared 

with  the  average  for  the  two-year 
period  of  44.5  per  cent. 

Some  analysts  think  the  rise  in 

share  prices  has  gone  loo  far. 
with  investors  paying  insufficient 
attention  to  the  prospect  of 

slower  economic  and  corporate 

earnings  growth.  Albert 

Edwards,  global  strategist  at 
Dresdner  Kleinwort  Benson,  said: 

“A  lot  or  people  think  that  10.000 
on  the  Dow  is  sustainable.  With 

the  trailing  price-earnings  ratio 
on  the  US  market  around  38,  we 

are  approaching  Japanese-style 
bubble  valuations.  At  these  lev- 

els, a   deepening  profits  recession 

will  eventually  hurt  the  market.” Arthur  Hogan,  chief  market 

analyst  at  Jeffries  &   Co  In  Bos- ton, said-.  "This  is  a   completely 

Jiquiditv-driven  marketplace 
that's  diverged  from  earnings 

fundamentals. 
“January  is  the  time  when 

everyone's  silting  on  a   pile  of 

cash  and  it  will  take  a   huge  earn- 

ings warning  from  the  likes  of 
General  Electric  or  Microsoft  to 

stop  people  in  their  tracks." 
Euro  as  trade  tool,  Page  2 

Samuel  Brittan,  Page  10 
Editorial  Comment,  Page  11 

Observer,  Page  11;  Lex,  Page  12 
Business  and  the  euro,  Page  21 

Bonds,  Page  22;  London  stocks, 

Page  30;  World  stocks,  Page  34 

Volvo  appoints  US  bank 
to  explore  car  group  sale 
By  Tim  Burt  In  Stockholm 
and  Wffltam  Leads  to  New  York 

Volvo,  the  Swedish  automotive 

group,  has  appointed  a   Wting 
US  investment  hank  to  explore  a 

possible  sale  or  merger  of  its  car 
division,  its  largest  business. 
The  decision  represents  the 

first  confirmed  sign  that  Volvo, 

one  of  Europe's  premium  brands. 
Is  reconsidering  the  strategic 

ownership  of  its  car  manufactur- 

ing operations. 
-Fold  of  the  US;  Italy's  Fiat  and 

Volkswagen  of  Germany  have 

been  identified  as  possible  bid- 
ders for  the  business  -   valued  by 

industry  analysts  at  SKr40bn- 
SKr45bn  ($5bn-$5.6bn). 
A   deal  raising  SKr4flbn  for 

Volvo  would  represent  a   multiple 

of  six  times  the  car  division's 
operating  cash  flow.  It  would 

swell  Volvo’s  cash  reserves  to 
almost  SKrfiObn  -   enabling  the 

group  to  contemplate  a   large 
acquisition  in  other  areas. 
Leif  Johansson,  Volvo  chief 

executive,  has  made  no  secret  erf 

his  desire  to  expand  Volvo’s 
truck,  bus  and  construction 

equipment  divisions,  all  higher- 
margin  businesses. 

However,  people  dose  to  the 

company  warned  that  no  assur- 
ances could  be  given  that  a   deal 

involving  Volvo  Cars  would  be 
announced.  The  bank  has 

received  a   “sell-side”  mandate. 
Under  the  terms  governing  most 

such  mandates,  the  bank  receives 

only  a   small  fee  if  it  finds  no 

buyer. 
Nevertheless,  Volvo  Is  said  to 

be  “absolutely  serious"  about 
selling  or  merging  its  automotive 
division  if  the  right  terms  can  be 

reached,  one  official  said. 
The  Wall  Street  investment 

bank,  which  has  not  been  named, 
is  understood  to  have  drawn  up  a 

number  of  options  inducting  an 

outright  disposal,  partial  sale  or 
Joint  venture  for  Volvo  Cars. 

Volvo  declined  to  comment 

Market  speculation  surround- 
ing Volvo  had  centred  on  a 

merger  involving  the  whole 

group  and  has  fuelled  a   near  25 

per  cent  rise  in  Volvo’s  shares  in 
the  past  month.  On  Tuesday  the 
shares  rose  6.2  per  cent  to 

SKr212;  the  Stockholm  market 

was  closed  yesterday,  a   public holiday. 

Some  analysts  believe  Volvo 

might  pursue  a   deal  similar  to 
the  joint  venture  at  Swedish  rival 

Saab  Automobile,  in  which  Inves- 
tor -   the  main  investment 

vehicle  of  Sweden's  Wallenberg 
empire  -   sold  a   50  per  cent  stake 

and  surrendered  management 

control  to  General  Motors  (rf  the 

US. 

The  bank  is  also  believed  to  be 

scrutinising  a   possible  manufac- 
turing partnership,  modelled  on 

Volvo's  existing  Dutch  venture 
with  Mitsubishi  Motors  of  Japan, 

which  produces  mid-size  cars. Mr  Johansson  has  made  dear 

that  he  is  dissatisfied  with  the 

near  4   per  emit  margins  in  the 

group's  car  division,  which  con- 
tributed an  estimated  SKriLSbn  to 

Volvo's  profits  in  1997. 

He  is  expected  next  month  to 
announce  underlying  operating 
profits  of  SErSbn  for  1997,  up 

sharply  from  SXr3.7bn  in  the  pre- 
vious year,  on  sales  ahead  from 

SKrl56bn  to  SKr207bn. 

Lax,  Page  12 

Volvo  chief  executive  Leif  Johansson  has  made  no  secret  of  hoping  to 

expend  Volvo's  truck,  bus  end  construction  equipment  dMtrions 

PwC  plans  global 
law  firm  network 
By  Jm  KaBy  and Robert  Rice  in  London 

PwC,  the  giant  professional 
services  fins,  aims  to  build  the 

fifth  largest  law  firm  in  the  world 
in.  the  next  five  years  with  Slbu 
fees  and  3,000  lawyers. 

It  is  about  to  open  talks  with 

potential  partners  in  London  and 
New  York.  , 

Gfcrard  Nicola?,  global  leader 

of  PwCs  legal  network,  announc- 
ing details  of  a   deal  to  create 

Spam's  second  biggest  law  firm, 
said:  “We  want  to  give  a   signal  to 
the  key  law  firms  in  the  UK  that 

we  are  ready  to  start  merger  dis- 

cussions.'’ 

It  is  understood  PwC  wOl  be 

looking  in  the  middle-tier  of  City 
law  firms  and  may  also  consider 

an  additional  merger  with  a 

strong  provincial  legal  network. 
Mr  Nicola?  said  he  hoped 

PwC*s  legal  practice  in  London 
would  have  400-500  lawyers 
within  two  years. 

Regulatory  constraints  in  the 
US  meant  PwC  would  probably 

seek  an  associate  law  firm  in 

New  York. 
“We  want  to  become  one  of  the 

top  five  legal  firms  in  the  world 

within  the  next  five  years,"  he 

said. 

PwCe  move  mirrors  that  of  fel- 

low Big  Five  accountant  Arthur 

Andersen,  which  already  has  a 

legal  network  in  31  countries 
around  the  world.  It  acquired 

J&A  Garrigues,  Spam's  largest 
law  firm,  in  1996. 
However,  in  recent  months 

efforts  to  rival  the  leading  US 
and  UK  international  law  firms 
have  suffered  a   setback  following 

the  collapse  of  merger  talks  with 
Wilde  Sapte  in  London  and  the 
closure  of  its  Hong  Kong  law 
firm. 

The  collapse  of  the  merger 
talks  was  a   blow  to  its  ambitions 

and  raised  doubts  that  any  Big 
Five  accountancy  firm  could 

bufld  a   comprehensive  legal  net- 
work to  rival  the  big  US  and  UK- 

based  International  law  firms. 
There  are  big  disparities  in 

earnings  between  partners  in 
accountancy  firms  and  lawyers. 
Business  lawyers  working  in 
PwC's  associated  law  firm  in 
London  axe  understood  to  earn 

an  average  £170,000  -   compared 
with  £850,000  at  Slaughter  and 

May,  the  UK’s  most  profitable 
law  firm.  Middle-tier  earnings  are 
lower  and  weaker  fo  recession. 

Yesterday,  lawyers  said  PwC 
would  face  similar  problems  to 

Andersen  in  trying  to  attract  a 

City  of  London  law  firm. 

Observer,  Page  11 
Cnmnent;  Pag*  18 
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Commission  in  crisis  as  MEPs  call  for  sackings 
By  MaD  Buckley  in  Bnnsete 

Two  European 
commissioners  were  last 

night  facing  demands  from 

European  Parliament  mem- 

bers to  resign,  as  the  politi- 
cal crisis  surrounding  presi- 

dent Jacques  Santer’s Commission  deepened. 

The  ‘European  Liberal 

Democrats,  parliament's 
third-largest  group  with  42 

members,  were  set  to  pres- 

ent at  parliament's  session 
next  week  a   resolution  call- 

in g   for  Edith  Cresson,  a   for- 
mer French  prime  minister. 

and  Manuel  Marin,  a   Com- 
mission vice-president,  to 

stand  down. 

The  demands  will  be  pres- 
ented alongside  a   censure 

motion  already  tabled  last 

month,  which,  if  successful, 
would  force  all  20  commis- 

sioners to  resign. 

But  Mr  Sauter  was  defiant 

yesterday.  He  insisted  that  if 
parliament  failed  to  muster 

the  necessary  „   two-thirds 
majority  for  the  censure,  his 

Commission  would  press  on 
-   even  if  it  faced  a   sizeable 

protest  vote. 
"We  intend  respecting  the 

institutional  provisions  [of 

the  EU  treaty]  in  their 

entirety,"  he  said.  “That mnanp  if  the  vote  of  censure 

fails,  the  Commission  will 

continue;  We  don’t  have  any 
other  option,"  be  added. 
Parliament  presented  its 

censure  motion  -   its  only 
official  sanction  against  the 

Commission  -   after  voting 

against  granting  discharge 

to.  or  signing  off.  the  EU’s 1996  accounts. 

The  vote  reflected  parlia- 
mentary dissatisfaction  over 

mismanagement  by  the  Come 
mission,  and  a   series  of  leaks 

alleging  corruption  in  same 

programmes. Although  parliament  has 

recently  been  further 
angered  by  the  suspension  Of 

a   Commission,  “whistle- 
blower", Paul  van  Btritenen, 

who  leaked  information  to 

MEPs,  few  expect  the  motion 
-   which  requires  support 

from  a   majority  of  all  626 

MEPs  and  two-thirds'  of votes  cast  -   to  succeed. 
The  socialist  group,  the 

biggest  in  parliament  with- 214  MEPs,  is  pledged  to  sup- 
port the  Commission,  and 

some  other  political  groups 

believe  activating  the 
“nuclear  weapon"  of  a   ce& 

sure  would  be  a   serious 

error. . 
But  several  groups  are 

also  anxious  to  avoid  allow- 

ing the  Commission  to 

escape  sanction.  -   * 

The  Liberals  ■   last  night 

agreed  to  present  a   resolu- 
tion caning  on  the  two  com- 

missioners whose  pro- 

grammes have  come  in  for 

most  criticism  to  "accept 

their  personal  responsibil- 

ity". 

Mrs  Cresson  Is  targeted  by 

the  resolution  for  alleged 

poor  adadnastrepon  in  the 
l^onirdd; jopffCj^aming  pro- 

gramme^fori* which  she  Is. 
respoxut£Ne,  ,hhd  alleged. 

"ft1 votffitismT-' in .   AwlRinra . 
cm  awardiDgcontracts. 
She  has  vigorously  and 

repeatedly  denied  any  per- 
sonal wrongdoing,-  and.  the* 

Commission  says  -   any  prdfc1 
lems  found  in  Leonardo 

relate  entirely  to  an  external 

contractor.  - 

■   Mr  Marin  is  mentioned  for 

“lack- of  responsibility"  he 

has  shown  related  to  misuse Of  humanitarian  aid  flmds  in 

Echo,-  the  '-Commission's 

which  he  was  responsible 

untfl  1996,  andoemoerhs  over, 

the  Med  programme  of  assis- 
tance ifx  - Mediterranean 

countries.  '   r;- 

Mx  Marin  has  similarly . 

denied  any  personal  wrong- 

ssyi'  ahy'prowtess  in’  Ecfitt or  Med  were  at. the  level  of 

lesser  officials-  or  outside contractors. 

:   The  Greens*  with  27  mem- 

bers, said  last  night  they 

would  back  the"  liberals’  res- olution. ..i.V. 

The  European  :   People'S 

,aarty^1|texfintre^right  group 
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Would  POS8  fOOT 

questions  tp-the  Commission and'  dedde-  -mi  its  position 

next  week.  - •   Such  a   resolution,  requir- 
ing, only  a   simple  majority  to 

be  carried,  would  have  no 

binding  force  but  .would  put 
Mr  Sauter  under  great  pres- sure to  act. 

Mr  Sauter  also  raid  yester- 
day. he  had  complete,  faith  in 

both  commissioners^ 
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Violence  Commissioners  start  to  feel  the  heat 
renews  Dossier  on  alleged  fraud  and  mismanagement  has  added  to  trepidation  surrounding 
a   •   censure  motion  in  European  Parliament  next  week,  writes  Neil  Buckley 
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region 
By  David  White  in  Madrid 

A   resurgence  of  political 

street  violence  in  Spain’s 
Basque  country  has  renewed 
tensions  in  the  region  in 

spite  of  a   ceasefire  by  the 

armed  separatist  organ- 
isation Eta,  in  force  since 

September. 
Several  dozen  hooded 

protesters  hurled  petrol 
bombs  and  fireworks  at  a 

paramilitary  Civil  Guard 
barracks  in  Getxo,  a   town 

outside  the  main  Basque  city 
of  Bilbao,  on  Tuesday  night. 
The  action  followed,  an 

early  morning  arson  attack 
in  Bilbao,  which  gutted  a 

cafe  belonging  to  a   member 

of  Spain’s  ruling  centre-right 
Popular  party.  Local  PP 
politicians  were  the  prime 
targets  of  Eta  in  the  last 

months  of  its  30-year 
terrorist  campaign,  with  six 
town  councillors  murdered 

in  1997  and  1998. 
Attacks  and  threats  have 

built  up  in  recent  weeks, 

including  the  New  Year’s 
day  burning  of  a   court 
building  in  Tolosa.  south  of 
San  Sebasti&n. 
The  escalation  coincides 

with  increasing  demands  for 

government  concessions 
towards  more  than  500  jailed 
members  of  Eta.  currently 

scattered  in  prisons  around 

Spain.  Basque  nationalist 
parties  and  trade  unions, 
which  have  criticised  the 

scope  of  measures  so  fer  by 
the  Madrid  authorities  In 

response  to  the  Eta 
ceasefire,  are  hacking  a   mass 
demonstration  planned  for 

Saturday,  calling  for  a   more 

comprehensive  programme 
to  relocate  prisoners  nearer 
their  family  homes. 

The  protest  is  expected  to 
be  attended  by  some 
members  of  the  new  Basque 

regional  government,  whiph 

is  due  to-  take  office  today. 
Formed  by  the  mainstream 
Basque  Nationalist  party 

(PNV)  and  a   smaller  splinter 

party,  the  new  admin- 
istration relies  on  support  in 

the  regional  parliament  from 
Euskal  Herritairok,  the  new 

grouping  based  on  Eta’s political  arm,  Herri 
Batasuna  (HB). 

An  opinion  poll  in  the 
Spanish  daily  El  Mundo 
showed  a   majority  of 

Spaniards  favouring 
negotiations  with  Eta  or  HB 
to  resolve  the  Basque 

conflict. 
But  more  than  71  per  cent 

rejected  granting  pardons  to 
convicted  Eta  members, 
even  if  the  ceasefire  became 

permanent  Most  were  also 
opposed  to  pardoning  22 
former  HB  leaders  now  in 

jail  after  receiving 

seven-year  sentences  in 
1997  for  aiding  terror- 
ism. 
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A   mid-ranting  nffiedni  at 
the  European  Commis- 

sion. may  -   with  help 

from  the  Commission
  

itself  - 
have  landed  Jacques  Sauter 

in  the  biggest  crisis  of  his 

four  years  as  president  of 

the  European  Union's  execu- tive. 

Paul  van  Buitenen,  41,  a 

Dutch-born  assistant  inter- 
nal auditor  at  the  Commis- 

sion is  at  his  comfortable, 

detached  hnny»  (n  nn  afflu- 
ent Flemish  suburb  of  Brus- 
sels this  week,  some  miles 

from  the  centre  of  the  politi- 
cal storm  he  has  provoked. 

If  he  were  not  busy  worry- 
ing about  the  future  of  his 

job,  he  might  be  amused  by 
the  international  media 

attention  he  has  attracted. 

European  television  crews 

are  queueing  at  his  door. 
Mr  van  Buitenen.  whose 

appearances  before  the 
media  have  shown  him  to  be 

articulate'  and  intelligent, 
has  been  suspended  on  half- 

pay pending  disciplinary 

proceedings.  His  misdemean- 
our passing  a   dossier  detail- 

ing alleged  fraud  and  mis- 
management at  the 

Commission  to  the  European 
Parliament 

The  Commission  main- 
tains that  the  content  of  the 

dossiers  was  not  new.  con- 
taining only  cases  already 

under  investigation.  His 

offence,  rather,  was  to  break 

staff  rides  by  releasing  confi- dential documents. 

But  Mr  van  Buttenen’s  let- 
ter did  not  just  outline  par- 

ticular cases  of  alleged  fraud 

and  mismanagement  in 
Commission  programmes.  It 

also  attacked  the  Commis- 
sion’s whole  culture,  citing 

the  “Incompetence  and 

unwillingness  of  the  admin- 
istration to  deal  efficiently 

with  fraud  and  irregulari- 

ties". 

Partly  as  a   result  of  Mr 

van  Buitenen’s  actions,  the 
Commission  Is  viewing  a 

censure  motion  in  the  Euro- 
pean Parliament  next  week 

with  genuine  trepidation. 

If  it  loses,  all  20  commis- 
sioners who  head  the  execu- 

tive face  the  sack  -   plunging 
the  EU  into  chaos  and 

threatening  the  timetable  for 

vital  reforms  needed  to  pre- 
pare the  Union  for  eastern 

enlargement.  This  is 

unlikely,  as  a   two-thirds 
majority  would  be  needed. 
But  enough  MEPs  could  now 
vote  against  the  Commission 

to  cause  it  significant  dam- 

age. 
How  did  it  come  to  this? 

Just  as  few  originally 

believed  President  BUI  Clin- 
ton's affair  with  Monica 

Lewinsky  would  lead  to  his 

Impeachment,  so  few,  as  the 

between  EU  commis- 
sioners and  parliament 

developed,  thought  it  could 

culminate  anything  close  to 
a   vote  of  censure. 

The  confrontation,  how- 

ever, is  not  just  about  fraud. 
It  represents  an  Important 
trial  of  strength  between  two 

of  the  EU*s  three  policy- 
making bodies. 

The  Commission  not  only 

acts  as  the  EC’s  civil  service, 

running  policy  day-to-day, 
bat  has  the  sole  right  to  pro- 

pose legislation.  The  626- 
member  parliament;  ■   the 
EU’s  only  directly-elected 

institution,  sees  itself  as  the 
democratic  check  and  bal- 

ance on  those  powers. 

Until  recently,  that  was 

just  a   delusion.  But  the  1991 
Maastricht  Treaty  and  1997 
Amsterdam  Treaty  have 

given  to  parliament  a   more 

important  role  in  amending 
and  approving  proposed  leg- 

islation in  conjunction  with 
the  Council  of  Ministers 
from  the  15  member  states. 

Increasingly  confident,  par- 

liament has  begun  to' flex those  muscles  it  has. 

One  of  parliament's  most cherished  powers  is  the  right 

to  “grant  discharge"  to  the 
EU’s  Caohn  (SS3bn)  a   year 

budget  -   or  sign  off  the 
accounts.  Its  budget  control 

committee,  assessing  the 

1996  budget,  expressed  con- 
cern early  last  year  about 

shortcomings. 

It  deferred  discharge  of  the 
budget  in  March,  citing  an 

“unacceptably  high  number 

of  cases  where  execution  of 

the  budget  has  been  inappro- 

priate", and  gave  the  Com- mission until  December  to 

put  its  house  in  order. 

Foreign  policy  pro-' 
grammes  were  poorly  imple- 

mented, it  said.  Efforts  to 

tackle  fraud  lacked  “demo- 

cratic accountability".  Com- mission staffing  policy  —   par- 
ticularly the  tendency  to 

contract  out  important  pro- 

jects to  third  parties  - needed  overhauling. 

A   spate  of  leaks  about 
alleged  fraud  to  programmes 

such  as  Echo,  the  humani- 
tarian aid  office,  and  Med, 

an  assistance  programme  for 

Mediterranean  countries', damaged  relations  further. 

So  did  the  latest  annual 
report  by  the  Court  of  Audi- tors -   the  EU’s  spending 

watchdog  -   which  estimated 
that  errors  affected  5   per 

cent  of  all  EU  budget  pay- 
ments in  1997. 

The  Commission  insists  it 

met  all  -   parliament’s demands  in  fufi. 
But  MEPs,  dissatisfied 

with  some  of  its  responses. 

SINGLE  CURRENCY  CENTRAL  BANK  WELCOMES  CHALLENGER  TO  DOLLAR   

Cuba  sees  euro  as  trade  tool 
By  Pascal  Heteber  In  Havana 

Cuba  is  cheering  the  arrival 
of  the  euro,  happy  to  see  a 

challenger  to  what  it  sees  as 

the  hegemony  of  the  US 
dollar  and  a   new  tool  to 

ameliorate  the  effects  of  the 
US  trade  embargo. 

Europe  is  currently  the 

biggest  single  source  of 
visitors,  trade  and  credits  to 

the  communist-ruled 
Caribbean  island  and  the 

arrival  of  the  new  single 

currency  is  being  welcomed 
accordingly. 

Francisco  SoberOn, 

president  of  Cuba’s  central bank,  said  this  week  that 
using  the  euro  would  help  to 

simplify  trade  operations 
and  payments  with  Europe, 
as  well  as  reducing  exchange 

risks  and  even  interest  rate 
costs.By  prohibiting  Cuba 

from  using  the  US  dollar  to 

its  International  trade,  -the 
US  embargo  forces  Cuban 
companies  to  move  to  and 
out  of  third  currencies  with 

resulting  additional  costs 
and  complications. 
According  to  Cuban  officials, 
this  restriction  resulted  to 

currency  exchange  losses  for 

Cuba  of  $280m  to  1998.  Mr 
Sobero’n  recommended  that 
Cuban  state  companies 
trading  with  Europe  start 

employing  the  euro  from 
July  1   1999  onwards. 
A   US  official  dismissed  the 

potential  benefits,  however. 
“The  euro  is  not  going  to  fix 

Cuba’s  fundamental 

economic  problems,"  he  said. But  from  the  political 

point  of  view,  Cuban  leaders 

clearly  relish  the  Idea  that 
the  US  dollar,  the  symbol  of 

globalising  US  capitalism, 

may  now  face  a   challenge 
from  the  euro  to  Its  position 

of  world  supremacy.  "The dollar  and  the  euro  are 

eyeing  each  other  warily.  A 
promising  adversary  to  the 
privileged  US  currency  has 

emerged,"  Fidel  Castro, 

Cuba’s  president,  said  last 
week  in  a   speech  celebrating 
the  40th  anniversary  of  the 

Cuban  Revolution. 
Inside  Cuba,  however,  the 

US  “greenback"  has  been 

gaining  strength  as  the 
currency  of  choice  following 

the  government’s  decision five  years  ago  to  permit  the 
use  of  dollars  by  Cubans. 

Just  over  56  per  cent  of  the 

Car  price  disparities  highlighted 
By  John  Griffiths 

New  car  dealers  this  week 
were  busy  slapping  euro 

price  stickers  on  wind- 
screens across  the  11  coun- 

tries of  the  euro-zone.  But 

they  merely  emphasised  con- 
tinuing wide  price  dispari- 

ties between  individual 
European  Union  states. 

Prices  of  many  cars  from 
the  volume  producers  are 
shown  still  to  vary  by  up  to 

25  per  cent  in  the  EU  and  by 

up  to  50  pa-  cent  in  the  UK, 
which  is  outside  the  euro- 

zone and  the  EU’s  most 
expensive  new  car  market. 
With  exchange  rates  no 

longer  a   factor  in  the  euro- 
zone, manufacturers  claim 

the  gaps  can  be  pinned  down 
to  two  main  reasons. 

One  is  greatly  differing 

specifications  fm:  seemingly 
similar  cars.  A   L6  litre  Opel 

Astra  bought  in  Portugal  is  a 

much  more  sUnply-eqdipped 
machine  than  its  CD-playing, 

air-conditioned  yet  identi- 
cally named  counterpart  in 

Germany,  says  David  Hop- 

kins at  General  Motors'  Ger- man cats  subsidiary. 

The  other  is  the  wide 
spread  of  taxation  rates  on 

new  car  purchases  -   up  to 
213  per  cent  in  Denmark;  as 

low  as  15  per  cent  in  Luxem- bourg. 

Despite  these  factors,  auto- 
motive industry  analysts 

and  some  car  makers  say 

euro  pricing  will  lead  to  con- 
sumer pressures  that  will 

substantially  narrow  the 

price  gaps  by  malting  them 

Euro  booty  exchange  rates 
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transparent .   Such  a   process 

should  take  place  at  least  at 

the  pre-tax  level'  if  not  in weeks,  then  certainly  within 
12  months. 

Currently,  most  manufac- 
turers effectively  subsidise 

the  pre-tax  prices  they 

charge  to  high-tax  countries 
by  charging  more  in.  lower 
tax  states.  Narrowing  the 

pre-tax  differentials  Will  also 
have  the  effect  of  making 

much  clearer  the  big  tax 

regime  differences  between 
states. 

According  to  a   market 

SJtn  Spur  Sam  4J*c‘SS 

study  by  Lehman  Brothers, 
some  car  makers  may  choose 

to  sacrifice  sales  In  high-tax 
markets  in  seeking  to  ensure 
that  the  narrowing  of  price 

differentials  does  not  mean 

dropping  average  pre-tax 
prices  unprofitably  fer. 

Manfred  Lohr,  in  charge  of 
euro  affairs  at  Volkswagen, 

expects  VW’e  own  prices  to 
arrive  within  a   wo  per  cent 
band  in  about  a   year, 

although  this  excludes  the 

highest  tax  anomaly  coun- 
tries such  as  Finland  and 

non-euro  countries  such  as 

.6JM.5W  ’ 
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the  UK.  In  two  years,  virtu- 

ally the  entire  industry’s prices  will  have  converged  to 
such  an  extent  there  will  be 

no  reason  fer  most  would-be 
buyers  to  cross  Internal  EU 
borders  in  search  of  a   better 

deal,  be- says. Garel  Rhys,  professor  of 
motor  industry  economics  at 

the  UK’s  Cardiff  Business 

School  also  expects  conver- gence at  mound  the  io  per 
cent  level  in  about  a   year. 

Biair  and  euro,  See  Brian  Page 
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deprived  of  fall  information on  alleged  corruption,  began 
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to  grant  discharge,  -.  ..  J 
-   Even-  then,  it  seemed 

unlikely  discharge  would  be 

withheld.  Mr  van  Boitenen’s dossier,  sent  to  the  leader  of 

parliament’s  Green  group  — 

a   party  to  which  he  belongs -   a   week  before  the  vote, 

may  have  helped  tfek  the  bal- 

ance. 
But  more  damage  was 

probably  done  by  &   Commis- sion statement  the  night, 

before  the  vote  telling  MEPs 

that,  if  timy.  reused  to  rign 
off  the  1996  accounts,  they should  take  the  logtad  next 

step  -   a   confidence  vote. 
_   Angered  by  what  many 

saw  as  clumsy  and  unwar- ranted interference..  MEPs 

voted  270-225  against  dis- 
charge on  December  17  and 

-took  up  the  challenge  of  a . 
censure  vote. 

Mr  van  Bultenan’s  suspen- sion appears  to  have  been  a further  tactical  error  by  the 

EU  executive.  Inflaming  par- liamentary tempers  Just 

days  before  the  vote  next 

Thursday.  Mr  Sauter  told  a 

packed-press  conference  yes- 

terday that  if  his  Commis- sion survived  the  censure 

motion,  it  would  press  on, 
whatever  the  voting  details. 

As  he  also  observed,  the oonfeaence  was  taking  place 

precisely' one  year  before  the 

expiry  of  his  mandate  as president  on  January  6   2000. 
He  and  his  staff  will  have  to 

work  hard,  over .   the  next 
week  to  make  sure  they  last 
that  long:  As  for  any  hopes 

Mr  Santer  may  have  nursed 
of  being  reappointed  for  a 

second  term,  those  now seem  irreparably  damaged^. 

Cuban  population  enjoyed 
access  to  US  dollars  in  1998, 
either  through  cash 
remittances  Bent  from 

abroad,  incentive  payments 

by  foreign  and  Cuban 
companies  or  through  the 
“trickle  down"  effects  of 

hard  currency  tourism  and 

business.  .Mr  Castro  has 
acknowledged  the  decision 
to  legalise  the  use  of  the 
dollar  inside  Cuba  was  a 

painful  one. 
The  island's  dual 

monetary  system  now 
divides  Cuban  society 

between  those  who  have  US 
dollars  and  can  therefore 

enjoy  a   higher  standard  of living  by  buying  in 
better-stocked  dollar  stores, 
and  those  who  struggle  to 

live  on  Cuban  peso  salaries. 

By  Ftederidc  StMemara In  Bora 

An  assault  by  Germany’s 
opposition  parties  on  govern- ment plans  to  liberalise  the 
country's  citizenship  laws 
stalled  yesterday,  as  their 
own  ranks  split  over  the 

issue.  , 

Leaders,  of  the  conserva- tive Christian  Social  Union, 

meeting  yesterday  in  the 
Bavarian  town  of  Wildbad 

Kreuth,  sharpened  their 

attack  on  the  g»  niM  innimVa  • plans,  which,  for  the  first 
time,  would  allow  foreign 

residents  to  claim  dual  citi- 
zenship. 

But  as  the  CSU  fulminated 

against  the  proposed  law,  a 

splinter  group  of  young  lead- 
ers from  the  CSU’s  sister 

party,  the  Christian  Demo- cratic Union,  warned  that 
plans  for  a   petition  to  oppose 

dual,  citizenship  for  foreign- 
ers simplified  a   sensitive 

Issue  and  threatened  to  dam- 

age support  for  the  party. 

At  a   press  conference,  four 

younger  CDU  legislators  said 

they  would  not  support- the 
petition  unless  there  was 
also  a   clear  commitment  to 

the  goal  of  integrating  for- 
eigners living  in  Germany. 

They  also  warned  the  isue 
could  be  exploited  by  far- 

right  parties. 

Their  statements  reflect 
widespread  concern  among 

the  opposition  parties  and 
other  groups  in  society,  such 

as  churches,  over  the  treat- ment of  the  7£m  foreigners 
living  in  Germany. 

Those  concerns  apparently 

were  not  shared  by  the  CSU 

leadership,  which  has  seized 
on  the  citizenship  issue  as 
an  early  chance  to  fire  a 
broadside  against  Chancellor 

Gerhard  SchrBder’s  ^ red- green"  government  of  Social 

Democrats  and  Greens.  - Gflnther  Beckstein,  Bavar- 
ian interior  minister,  said 

the  government's'  proposals were  “an  attack  on-internal 
security".  Erwin  Huber, 
head  of  the  state  chancellery 

office,  claimed  they  would 

lead  to  the  forced  “Germani- satlon”  of  foreigners. 

In  a   position  paper  leaked 
to.  the  press  ahead  of  the 
WUdbad  Kreuth  conference, 

the  CSU1  claimed  4-2m  '   for- . elgners  living  in  Germany 

would  be  eligible  for  dual  cit- 
izenship. It  alleged  that  the 

granting  of  citizenship 

would  prompt  a   wave  of 
wasR  immigration  as  dspen-  - 
dants  joined  their  newly 
“Germanised"  relatives.  The 

result,  the  CSU' claimed, would  be  higher  unemploy- 
ment, urban  ghettos  and 

Increasing  racial  tensions. 

The  government  yesterday 

hit  back.  Otto  Schily,  inte- 

rior minister,  accused  the 

CSU  and  CDU  of  a   “panic reaction"  brought  on  from 

the  loss  of  power  after  16 

years  in  government.  He accused  Edmund  Stoiber, 
Bavarian  state  premier,  of 

suffering  “a  partial  loss  of reality”  and  said  the  CSU 

actions  risked  inciting  ten- sions within  society. 

Mr  Schily  also  sought  tf?. 
exploit  the  emerging  divt^T! 

sions  within  the  opposition7^  .’ ranks.  He  said  the  govern- ment would  happily  support 

a   constitutional  amendment 
to  allow  a   referendum  on  the 

issue.  Mr  Stoiber,  who  is  bid- 

ding to  be  the  math  opposi- 

tion figurehead,  backs  refer - endums  that  are  already 
used  In  Bavaria.  Wolfgang 

Schfiuble,  CDU  chairman, 

vehemently  opposes  referen- 
dums,  which  he  believes 
encourage  populism  and 
undermine  the  duties  of 

elected  politicians  to  lead. 

.   Mr  Schily  said  the  govern- ment would  next  week 
reveal  details  of  its  planned 

reform  of  Germany’s  citizen- 
ship laws,  which  are  based on  'blood  lineage,  to  allow 

foreigners  to  hold  a   German 

passport  alongside  one  from 
their  country  of  ethnic  ori- 

gin. Vv 

Bonn  sets  financial 
consolidation  course 
By  Ralph  Atkins  taBon? 

Germany’s  government  yest- 

erday committed  itself  to  a 
financial  consolidation 
course  that  would  cut  the 
public  sector  deficit  to  l   per 
cent  of  national  income  in 

2002  and  reduce  debt  to 
below  60  per  cent  of  gross 

domestic  product  in  the 

same  year. The  demanding  targets 

reinforced' pledges  by  Ger- 
hard Schroder,  chancellor, 

and  Oskar  Lafontaine, 

finance  minister,  that  the 

Social  Democrat-led  govern- 
ment would  adhere  to 

Europe’s  “stability  and 

growth"  pact,  which  sets  fis- cal rules  for  euro  currency 

members. However,  the  programme 

unveiled  by  the  finance  min- 
ister stressed  the  govern: 

meat  would  seek  an  “appro- 

priate combination"  of demand-side  as  well  as  sup- 

ply-side policies,  in  addition 
to  macro-economic  coordi- 

nation at  European  and 
international  levels. 

Analysts  aim  warned  the 

government  could  struggle 

to  meet  its  targets.  Cuts  in 
Interest  rates  have  not  been 

as  pronounced  in  Germany 

as  In  other  eurozone' coun- tries and  unemployment  is set  to  remain  high.. 

The  projections  assume economic  growth  this  year  of 

2   per  cent  -   in  line  with 
most  forecasting  organisa- 

tions but  clearly  higher  Hum 
the  L4  per  cent  forecast  this 

week  by  the  Berlin-based ' 

German  institute  for  eco-' uomic  research.  The  public 
sector  deficit  is  expected  to. 
foil  from  2.5  per  cent  last 
year  to  2   per  cent  this  year 
and  then  i   per  cent  in  2002. 

State  spending  as  a   share of  GDP  would  drop  from  48.5 

per  cent  last  year  to  48.5  per 

cent  in  2000  -   a   slightly' 
slower  rate  of  decrease  than envisaged  by  the  govern- 

ment of  former  chancellor . 

Helmut  Kohl. 

German  debt,  inflate  # the  cost  of  unification  axw^ 
having  failed  the  target  of®? 

per  cent  set  in  Urn  Maas- 
tricht treaty,  is  expected  to 

drop  from  61  per  cent  in  1999-1 
to  59.5  per  cent  In  2002;  , 

Mr  Kohl  had  hoped  to'-, 
meet  the  60  per  cent'  thresh-, 

old  in  20QL 
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By  Leyfa  Boulton  kt  Ankara 

A   veteran  political  leader 
has  re-emerged  as  Turkey's likely  next  prime  minister  in 

.   what  appears  to  be  the  final 
phase  in  the  country's  42- 
day-old  political  crisis. 

.   BtUent  Ecevit,  a   73-year- 
old  former  Socialist  prime 
minister,  had  previously 
given  up  his  efforts  to  form  a 
new,  secularist  government 

Rafter  a   right  wing  rival 
.>:jrefused  to  support  him 
_,T  But  her  subsequent 

change  of  heart  has  re- 
instated Mr  Ecevit  as  favour- 

ite for  the  premiership. 
Unless  a   new  administra- 

tion is  in  place  by  Monday, 
President  Sfileyman  Demire] 
has  the  right  to  name  a   new 
administration  without 
requiring  the  approval  of 

parliament 
!   However,  it  is  thought 
likely  that  a   coalition  headed 

.   by  Mr  Ecevit  could  now  cam* 

.maud  majority  support  in 

parliament. 
Legislative  elections  are 

due  in  April.  But  in  the 
interim,  the  powerful  Turk- 

ish army  is  keen  to  keep  the 
Islamic  Virtue  party  from 

■power,  even  though  it  is  the 
■2}#gle  biggest  political 
Apffoupftig. 
*V  Yesterday,  Yahm  Erez,  the 
•outgoing  trade  and  industry 
-minister,  conceded  that  he 
would  not  be  able  to  form  a 
government  after  Tansu 
Qiller.  the  leader  of  one 
of  the  rightwing  groupings 
in  parliament,  announced 
that  she  would  now  be 

Socialists 

plan  for 
European 
elections 

ijLV  Andrew  Parker, 
;   political  Correspondent 

European  socialist  parties 
will  today  finalise  a   draft  j 

manifesto  for  June’s  Euro- 
pean parliament  elections, 

which  is  to  include  a   strong 
endorsement  of  the  euro  as 

an  engine  for  job  creation. 
The  manifesto,  to  be  pub- 

lished in  March,  acknowl- 
edges there  will  be  more 

qualified  majority  voting  in 

the  European  Union’s  coun- cil of  ministers,  as  part  of 
further  political  integration 
between  member  states. 
However,  in  language  ; 

taken  from  Britain’s  ruling 
Labour  party,  the  manifesto  1 
will  argue  for  “integration  1 
where  necessary,  decentra]-  j 

isation  where  possible”. 
-   (The  centre-left  is  in  power  | 

■   13  of  the  15  EU  member  J 

,   '■  States.  The  manifesto  for  the 
Party’  of  European  Socialists 
has  been  drawn  up  by  a 

working  party  chaired  by  I 
Robin  Cook,  UK  foreign  sec- 

retary, and  assisted  by  Henri  i 

Nallet,  European  affairs 

spokesman  for  France’s  rul- ing Socialist  party. 
UK  officials  said  the  3,000- 

word  document  was  largely 

free  of  European  jargon  and 
could  supplement  the  British 

Labour  party’s  separate national  manifesto  as  a   cam- 

paigning tool  in  the  ran  up  1 
to  the  European  elections.  It  : 

will  stress  that  Europe’s main  challenge  is  to  tackle  , 

unemployment. 
The  document  is  expected  j 

to  represent  a   compromise 

between  the  different  politi- 

cal philosophies  underpin- 
ning the  UK  and  *   French 

socialist  parties, 

awhile  containing  the  UK 

vr'nguage  on  the  limits  to 
‘•  political  integration,  it  will 
ai«n  use  words  from  Lionel 

Jospin,  French  prime  minis- ter “Yes  to  a   market  econ- 

omy, but  No  to  a   market 

society.”  UK  officials  said the  document  was  likely  to 

receive  the  support  of  social- 
ist parties  across  the  EU,  in 

contrast  to  previous  manifes- 
tos. “It  also  illustrates  how 

Franco-Britisb  relations 

have  become  much  closer," one  official  said. 

Mr  Cook  said:  "My  role  in 

chairing  the  working  parti’ 
shows  the  British  Labour 

party  is  very  much  engaged 

in  the  European  debate." 
The  manifesto  will  commit 

the  socialist  parties  to  deep- 
ening co-operation  on 

defence  matters. 

«pn  tax.  the  document
 

;   -   ̂knowledges  the  peed  for  a 
''code  of  conduct  to  ensure 

there  is  no  harmful  tax  com- 

petition between  member 

states.  -"There  is  no  commit- 
ment to  have  qualified 

majority  voting  on  taxation 

matters.”  a   UK  official added. 

Turkey  sees  a   new  approach 
to  improving  ties  with  EU 
The  launch'  of  the  European  single  currency  may  drag  Ankara 
into  a   virtuous  economic  cycle,  reports  Leyla  Boutton 

Tttrkey 
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supporting  Mr  Ecevit 
President  Demirel  had 

named  Mr  Erez  as  prime 

minister-designate  after  Mr 
Ecevit  gave  up  his  earlier 
attempts  In  the  light  of  Ms 

Ciller's  then  opposition. 
Buoyed  by  the  increased 

prospect  of  a   coalition 
headed  by  Mr  Ecevit,  the 
stock  market  rose  231  per 
cent  yesterday. 

Ms  Cnier  is  reluctant  to 
see  Mr  Erez,  a   rival  on  the 
right,  improve  his  chances 
in  the  April  elections  at  her 

party’s  expense. 

It  is  also  in  Mr  Ecevit 's 
interests  to  run  the  govern- 

ment until  the  elections  in 
order  to  outshine  a   rival  left- 
of-centre  party,  the  Republi- 

can People's  parly. 
Mesut  YUxnaz,  the  outgo- 

ing prime  minister  who  lost 
a   vote  of  confidence  last 
month,  warned  yesterday 
that  Turkey  needed  a   new 
government  quickly  to  help 

steer  it  through  a   “sensitive” period  for  the  economy. 
He  said  that  this  year  Tur- 

key stood  to  gain  an  influx 
of  new  foreign  investment 
and  financing  from  the  Inter- 

national Monetary  Fund  pro- 
viding it  could  continue  on  a 

modest  scale  the  stabilisa- 
tion policies  and  structural 

reforms  begun  by  his  minor- 
ity coalition. 

The  armed  forces,  which 

play  an  influential  role 
behind  the  scenes  in  Turkish 
politics,  also  stepped  up 
their  demands  for  a   speedy 

end  to  the  political  crisis 
this  week. 

Shock  for 
Italian 
mobile 
addicts 
Italians  addicted  to  mobile 

phones  got  a   nasty  shock 
yesterday  when  the  cost  of 
calling  cellular  telephones 

from  fixed  lines  soared.  Reu- 
ters reports  from  Rome. 

Under  a   "simplification”  of 
tariffs  ordered  by  the  com- 

munications watchdog,  the 

charge  for  telephoning  a   por- 
table from  a   land  line  surged 

by  as  much  as  153  per  cent 

Only  so-called  “family” subscriptions,  which  give 
some  private  users  cheaper 
rates  in  the  evening,  saw 

prices  fall.  For  them,  day- 
time calls  on  weekdays  win 

now  be  24  per  cent  cheaper. 
But  even  those  users  were 
saddled  with  an  83  per  cent 
increase  for  calls  at  night 
and  during  the  weekend. 

It  was  a   heavy  blow  for  a 

country  that  is  the  world's biggest  devotee  of  cellular 
telephones  after  the  Nordic 
nations. 
■   Mobile  services  are  oper- 

ated by  Telecom  Italta 
Mobile,  a   unit  of  Telecom 

‘It  is  peculiar  that 
the  tariff 

simplification 

ends  up  dealing  a 

blow  to  users1 

Italia,  and  Omni  tel,  jointly 

owned  by  Italy’s  Olivetti  and 
Germany’s  Mannesmann. 

Last  year,  a   third  licence 
was  awarded  to  Wind,  a   con- 

sortium led  by  state-run 
electricity  group  Enel,  which 
includes  France  Telecom 
and  Deutsche  Telekom.  The 
government  is  planning  a 
tender  for  a   fourth  bee  nee. 
For  corporate  users,  the 

tariff  rises  were  especially 

steep.  The  new  system  intro- 
duced a   single  rate  for  busi- 

ness calls  whatever  the  time 

of  day,  replacing  a   sliding 

scale  that  allowed  cheaper 
rates  in  off-peak  periods. 

That  change  makes  busi- ness calls  at  night  more  than 

153  per  cent  dearer,  with 

evening  charges  up  120  per 

cent  and  afternoon  calls  56 

per  cent  more  expensive. 

Confartigianato,  an  organi- 

sation representing  self-em- 

ployed workers,  slammed 
the  changes  as  grim  news 

for  companies. 

“It  is  peculiar  that  the  tar- 
iff simplification  ends  up 

dealing  a   sharp  blow  to
 

users.”  the  association  said. 

“Instead  of  the  much- 

touted  competition  and  liber
- 

alisation of  the  telecoms 

market,  these  increases 

seem  to  reinforce  a   monopo- 

listic behaviour  that  threat- 

ens to  have  negative  effects 

on  companies*  competitive- 

ness.” 

The  year  is  2006.  Talks 
sponsored  by  the  Euro- 

pean Union  are  about  to 
finalise  a   solution  to  the 

Cyprus  problem.  Turkish 
troops  are  taking  part  in 

manoeuvres  with  the  Em’s new  defence  force. 

Even  though  Turkey  is  not 
a   member  of  the  EU,  it  has 
made  sufficient  inroads  into 

its  inflation  and  budget  defi- 
cit to  qualify  for  member- 

ship of  the  single  currency, 
the  euro,  were  it  to  become  a 
member. 

This  is  not  just  a   fantasy  if 
you  subscribe  to  a   new 
approach  emerging  on  both 
sides  as  the  only  way  to 

improve  Turkey’s  troubled 
relationship  with  the  EU. 

For  the  launch  of  the  euro, 

described  by  Turkey's  cen- 
tral bank  governor  as  “one of  the  greatest  events  of  our 

age”,  might  turn  out  to  be 
an  opportunity,  say  diplo- 

mats and  officials  in  Ankara 
By  setting  high  standards 

of  monetary  discipline  «nH 
increasing  transparency  and 

competition.  Turkey’s  euro- zone neighbours  will  drag 
the  country  into  a   virtuous 

economic  cycle  that  in  the 
long  run  can  only  lead  to 
better  overall  relations,  say 

those  enthused  by  the  idea. Ties  between  the  EU  and 

Turkey  were  most  recently 

battered  by -Italy’s  refusal  to 
extradite  Abdullah  O   cal  an, 
leader  of  the  PKK  Kurdish 

guerrilla  group,  to  Turkey. 

But  they  have  long  been  bit- 
terly divided  over  a   host  of 

other  political  disputes,  not 
least  the  ElTs  pursuit  of 
membership  talks  with 

Cyprus,  even  though  the 
island  remains  split  into 
Greek  and  Turkish  halves. 

Bahri  Yflmaz.  a   professor 
of  international  economics 
who  is  also  ah  adviser  to  the 
Turkish  foreign  ministry,  is 
one  of  a   growing  number  of 

experts  to  “see  more  benefits 
if  we  integrate  economi- 

cally”. 

The  central  bank  hopes 

the  euro  will  set  a   “higher standard  of  macroeconomic 

policy-making"  for  Turkish 
politicians  who  in  recent 
years  have  allowed  inflation 
to  reach  nearly  100  per  cent 
The  foundations .   for 

improved  economic  ties  are 

strong.  Half  Turkey's  foreign trade  is  with  the  EU.  Tur- 

key's liberal  regime  on  capi- 
tal and  currency  flows  make 

its  60m  people  vulnerable, 
and  therefore  responsive  to. 

external  pressures.  The  cus- toms union  set  up  in  1994 

provides  for  the  progressive 

dismantling  of  all  trade  bar- 
riers. including  services  and 

agriculture. 
Even  closer  economic  ties, 

and  the  possibility  that  Tur- 
key might  participate  in  a 

common  defence  and  secu- 
rity policy  under  discussion 

at  the  EU,  could  in  turn 

improve  the  political  cli- mate. 

Alexis  Brouhns,  Belgian 
ambassador  to  Turkey, 

argues  that  such  a   rap- 
prochement could  help  Ank- 

ara take  the  “right  deci- sions” in  more  contentious 
areas  such  as  human  rights 
and  concessions  for  Kurds  in 

the  south-east  of  the  coun- 

try. 

“If  we  focus  only  on  politi- 

cal questions,  it  Is  clear  that 
little  progress  will  be  made 

In.  say,  10  years’  time,”  he says.  “This  will  create  an 

Primnj  fanigat  saphar  as  a   %   of  GW 
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even  greater  distance 
between  Turkey  and  the  EU. 
If  we  extend  monetary 

co-operation,  it  will  make 
Turkey  de  facto  an  important 
partner  in  the  the  European 

process.” 

In  the  short  term,  the  euro 

is  unlikely  to  change  things much.  Erol  Sabanci,  head  of 

Akbank,  one  of  Turkey’s  big- gest private  sector  banks, 
says  that  initially  it  will  be 
just  “one  more  currency 

coming  into  the  picture”. 
But  in  five  or  10  years’ time,  bank  executives 

believe  the  picture  could 

change  dramatically  if  Euro- 
pean banks,  strengthened  by 

the  cross-border  consolida- 

tion that  is  expected  in  a   sin- 
gle currency  area,  begin  to 

look  for  growth  in  neigh- 
bouring markets. 

This  in  turn  could  speed 
long-overdue  restructuring 

*fluba  unca  osum  um 

of  the  Turkish  banking  sec- 
tor, and  a   similar  positive 

knock-on  could  spread  in 
other  parts  of  the  economy, 
analysts  say. 

Ali  Tigrel.  an  economic 

and  political  consultant, 
points  out  that  in  the  short 
term,  most  Turkish  compa- 

nies will  be  preoccupied  with 

surviving  an  economic  slow- down and  credit  squeeze 

triggered  by  the  emerging 

markets  crisis. 
Kenan  Koc,  managing 

director  of  Edip,  a   yarn  man- 
ufacturer. says  survival  is 

the  priority  over  the  next 

year  or  so. 

However,  he  can  see  one 
immediate  benefit  from  the 
euro's  introduction:  pricing 

by  his  European  competitors 
will  be  much  more  transpar- 

ent. since  they  will  all  start 

quoting  prices  in  a   common 
currency.  And  this  in  turn 

might  help  him  gain  market share  at  their  expense, 

Longer-term,  says  ‘Mr Tigrel,  private  sector  compa- 
nies handicapped  by  high 

domestic  inflation  and  inter- 
est rates  could  step  up  pres- 

sure on  Turkish  politicians 
to  fix  the  economy  to  help 

them  compete  with  Euro- pean rivals  expected  to 
become  more  efficient  in  a single  currency  area. 
"The  opportunities, 

choices,  and  advantages 
which  will  be  available  to  us 

in  such  a   large  and  efficient 
market  will  go  hand  in  hand 

with  our  approach,”  says Gati  Ercel.  governor  of  the 
Turkish  central  bank,  which 

has  worked  hard  to  help  pre- 

pare Turkish  hanks  for  the 
new  euro-age. 
“For  this  reason,  only 

banks,  capital  markets,  insti- tutions and  governments 

that  prepare  themselves  well 
during  this  transition  period 
will  be  able  to  obtain  the 

maximum  benefits.” 
But  Turkey  will  still  need 

political  stability  to  fix  its 
shaky  public  finances,  cut 
double-digit  inflation  and 
privatise  a   still  large,  if 

shrinking,  state  sector. 

Moreover.  Turkey's  power- fill  armed  forces,  which  are 
often  seen  as  an  obstacle  to 

improving  political  ties, 

could  develop  a   vested  inter- est in  closer  integration 
because  of  their  desire  to 

join  a   future  European 

defence  structure. 

More  connected; 

3Com  builds  networks  powerful  enough  to  handle  even  the  most  daunting  request.  Intelligent  networks  that 

close  the  gap  between  time  and  distance.  So  that  bandwidth-demanding  applications  -   such  as  remote 

training  and  video-to-the-desktop  —   run  smoothly.  All  from  the  company  that's  connected  more  businesses  in 

more  ways  than  any  other.  Visit  www.3com.com/moreconnected  for  the  latest  news  about  converged  networks. 
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UN  rejects  claims  that  Iraq  arms  inspectors  spied  for  US By  Bfichael  Ufflejofans  in  Mew 

York,  Roula  Khalaf  in  Baghdad 

and  Stephen  FWter  in 
Washington 

general,  had  “no  evidence  of  members  of  the  Iraqi  regime,  through  false  declarations,  only  for  our  own  purpose  of  and  that  Mr  Butler  did  not 
(|buciul|  UV  V   '   VI  lUSUiUVId  Ul  unijt  LAll  V#  U   Ml  |>VU  pwu  W»  mm—-—            p 

any  kind  that  Unscom  (the  Iraq  has  long  accused  concealment,  continuous  seeking  to  bring  about  the  worts  for  the  Secretary  uen- disarmament  commission)  Unscom  of  spying  on  behalf  obstruction  and  attempts  to  disarmament  of  Iraq/ 

had  assisted  US  intelli-  of  the  US.  Baghdad’s  suspi-  “defeat  our  work". 

The  lengthy  accounts,  in eEJSli  Ruben,  the  US  slats 

department  spo
kesman.  saW US  support  for  Unsc

omJ 
Top  United  Nations  officials  spokesman,  said. 

gence"  Fred  Eekhardt,  his  cions  of  Unscom  were  often  Recalling  that  Security  both  newspapers,  repeated 
behind  its  obstruction  of  Council  resolutions  long  standing  rumours  that 

But  he  said  Mr  Annan  did  ̂su^Cc3lly  tailored  to 
discuss  with  the  commission  bee  £   and  for 

chairman  the  question 
 o   help  the  map*™ 

in  Baghdad. 

The  UN  secretariat  in  New 

York  told  Iraq  it  rejected 

Baghdad's  demand  to 

replace  14  British  and  Amer- ican humanitarian  employ- 

<Hsh 

r .   0n  R :,csinc  11  , 
yesterday  rallied  to  the  Reports  in  yesterday’s  weapons  inspectors'  work.  requested  such  assistance,  Mr  Annan  wanted  to  be  rid 
defence  of  the  UN’s  integrity  Washington  Post  and  the  Earlier,  Richard  Butler,  he  rejected  allegations  that  of  the  beleaguered  Unscom 
and  impartiality  following 

reports  that  its  disarmament 
commission  in  Iraq  had  been 

Boston  Globe  said  that  Mr  Unscom’s  chairman,  dig-  it  was  used  improperly. 
Annan  had  received  evl-  closed  that  more  than  40 

dence  about  eavesdropping  states,  including  the  US. 

it  was  used  improperly.  chief,  but  Mr  Eekhardt  said  the  press 

"We  never  accepted  or  this  was  “not  so",  and  there  prepared, 
used  any  of  that  assistance  was  no  discussion  of  other  The  rep 

S™-  over 

SUKSTlS!  UP*™.  uofcMed.. .55“; 

Diplomats  said  the  move 
Unscom  unfolded,  Iraq  an  appeared  to  be  aimed  in  par- 
the  UN  appeared  leaded  tor  ttcular  at  the  de-mining 
another  crisis,  over  the  ‘aie  teams  working  along  Iraq’s 

used  by  US  intelligence  as  activities  which  had  helped  offered  help  after  Baghdad  for  any  other  purpose,"  he  candidates.  He  emphasised 
cover  for  spying. 

Kofi  Annan,  the  secretary 

The  reports  also  seemed  to  *us  hmnanitar- 

^"worKlngonth, 
the  US  listen  to  sensitive  put  up  “a  wall  of  resistance"  said.  “Not  for  any  member  that  Unscom  was  a   subsid-  among  some  UN  officials  tau  ̂j].for.f00(j  programme 

communication  between  to  weapons  inspections,  states’  national  purpose,  iary  of  the  Security  Council  close  to  the  secretary- 

teams  working  along  Iraq's 

border  with  Iran  and  Tur- 

key. 
.j.  ■m 

Israel’s  soft-spoken  peacemaker 
steps  into  harsh  electoral  battle news  digest 

By  Avi  MachBs  fat  Tel  Aviv 

Israel's  former  army  chier  of 
staff,  Amnon  Lipkin-Shahak. 
faced  the  cameras  yesterday 

with  the  quiet  confidence 
and  charismatic  smile  for 
which  he  is  known,  and 

announced  his  candidacy  for 

the  premiership. 
But  after  facing  the  press. 

Israelis  were  little  the  wiser 

about  the  mysterious  mili- 
tary man  wbD  could  be  the 

dark  horse  of  the  May  17 
elections. 

Launching  his  campaign 
with  an  appeal  for  unity 

failed  to  mask  Mr  Shahak's 
lack  of  original  policies  for 
regional  peace  or  security. 
Yet  his  avoidance  of  sound 

bites  and  his  soft-spoken 
style,  even  as  he  attacked 
Benjamin  Netanyahu,  prime 
minister,  may  be  his  biggest 
asset.  Many  Israelis  are  fed 
up  with  the  empty  slogans  of 
current  leaders. 
Mr  Shahak.  Si.  was  bom 

in  Tel  Aviv  and  joined  a   mil- 
itary preparatory  school  in 

1962.  As  a   junior  officer,  he 

was  twice  awarded  Israel’s 

prestigious  medal  of  valour, 
and  rose  through  the  ranks 
to  become  chief  of  staff  in 

1995.  His  tenure  was  unre- 
markable. The  only  big  mili- 

tary event  was  Israel's  blitz 
on  southern  Lebanon  In 

April  1996  which  included  a 

devastating  failure  -   the 
shelling  of  a   United  Nations 
base  that  killed  100  Lebanese 
civilians. 

Bui  Mr  Shahak's  last  years 
in  uniform  are  most  remem- 

bered far  his  senior  rale  in 

negotiating  the  Oslo  peace 
accords  between  Israel  and 

the  Palestine  Liberation 

Organisation  (PLO). 

"The  Process”,  a   recently 
published  book  on  the  Oslo 

negotiations  by  Ur i   Savir, 

Israel's  former  chief  negotia- 
tor, affords  some  rare 

glimpses  into  Mr  Shahak's 
skills.  In  March.  1994,  Mr 
Shahak  was  dispatched  to 

Tunis  with  a   small  delega- 

tion to  persuade  Yassir  Ara- 
fat. PLO  chairman,  to  return 

to  the  table  after  an  Israeli 

extremist  massacred  31  Pal- 
estinians in  Hebron.  Mr  Ara- 

fat demanded  an  evacuation 

of  Jewish  settlers  from  the 
West  Bank  town. 

Mr  Shahak.  says  the  book, 

began  by  "expressing  in  his 
soft,  steady  tone,  his  per- 

sonal regret  for  the  massa- 
cre." He  then  reassured  Mr 

Arafat  that  Israel  was  crack- 

ing down  on  Jewish  extrem- 
ists. Mr  Arafat  would  not 

budge. 
The  next  day.  Mr  Shahak 

took  Mr  Arafat  aside  to  the 

PLO  guesthouse  kitchen, 
where  it  took  him  only  20 
minutes  to  soften  Mr  Arafat 

However.  Mr  Shahak’s involvement  in  the  talks 
attracted  criticism  from  Mr 

Netanyahu,  then  opposition 
leader,  who  was  angry  that 

the  Labour-led  government 
was  employing  generals  as 

senior  negotiators. 

After  Mr  Netanyahu's  elec- tion in  1996.  the  two  had  a 

stormy  working  relationship. 

Israeli  military  correspon- 
dents said  Mr  Shahak  vetoed 

several  reckless  military 
operations  prepared  by  Mr 
Netanyahu.  And  last  June. 

Mr  Netanyahu  tried  to 
silence  Mr  Shahak  during  a 

cabinet  meeting,  claiming  he 

was  expressing  political 

opinions. These  clashes  underscore 

what  may  prove  Mr  Sha- 
hak’s biggest  challenge  in 

capturing  Israel's  centre: shaking  off  his  association 

with  the  previous  Labour-led 

government.  Mr  Shahak's top  campaign  managers  are 
former  aides  to  Shimon 

Peres,  the  previous  Israeli 
prime  minister  and  architect 
of  the  Oslo  accords. 
The  assassination  of  Mr 

Rabin,  his  mentor,  in 

November  1995  by  a   Jewish 
radical  opposed  to  the  peace 
process,  made  a   deep  impact 

on  Mr  Shahak's  decision  to 
enter  politics. 

But  no  general  -   not  even 
Mr  Rabin  -   ever  jumped 
straight  from  the  army  into 

the  premier's  seat.  With 
Israel's  political  system  rap- 

idly fragmenting.  Mr  Shahak 
must  prove  he  is  capable  of 

leading  a   bitterly  divided 
society  and  political  system. 
And  that,  will  require  far 
more  than  a   photogenic 
stnile. 

SIERRA  LEONE  CONFLICT 

Rebel  forces  seize  key 

areas  of  Freetown 

■m-t 

Rebels  attacking  the  Sierra  Leon
e  capital  Fre^own 

yesterday  seized  President  
Ahmad 

house  and  other  key  areas,  w
itnesses  said.  Rebeicom mander  Sam  Bockarie  said  his  men,  a^?k!J9  !£?un" 

tain  hideouts,  would  only  halt  figh
ting  with  Nigerian -led 

peacekeepers  if  detained  rebel  
leader  Foday  Sankoh  was freed. 

Mr  Kabbah's  whereabouts  were  not
  clear  but  Mr  Bock- 

arie said  the  president  might  have  crossed 
 an  ortuary  to 

Lungi,  site  of  Sierra  Leone’s  internat
ional  airport  and  mam 

base  of  the  Ecomog  peacekeeping  f
orce. 

Mr  Bockarie  said  that  his  guerrillas  had
  taken  over  most 

of  Freetown,  including  the  broadcasting  sta
tion,  and  that 

fighting  was  mostly  centred  on  Waterlo
o  town  north  of  the 

capital. But  the  information  minister,  Julius  Spencer,  
and 

Ecomog  spokesman  Chris  Olukolade  deni
ed  most  of  the  . 

rebel  claims. 

Mr  Sankoh  was  sentenced  to  death  in  Octobe
r  on  trea- 

son  charges  over  a   coup  that  overthrew  Mr
  Kabbah  in 

May  1997.  His  rebels  backed  the  military  junta  tha
t  took 

power  until  Ecomog  troops  reinstated  Mr  K
abbah. 

Reuters,  Freetown  ' 
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KAZAKHSTAN  CAMPAIGN 
Upkin-Shahak  amowtdng  his  candidacy  yesterday.  Hfa  quiet 
confidence  cotdd  be  his  biggest  asset  fai  a   tough  campaign 

Election  ‘grossly  unfair’ *et  surplus Khatami  on  top  as  ministry  admits  murder  link 
By  Robin  ABen  In  Dubai 

Mohammad  Khatami,  Iran’s 
reformist  president,  appears 
to  have  made  a   dramatic 

breakthrough  in  his  battle 
with  the  hardline  clerical 

establishment  after  the  intel- 
ligence ministry  had  to 

admit  that  its  agents  bad 

been  involved  in  recent  mur- 
ders of  secular  and  intellec- 
tual leaders. 

The  intelligence  ministry, 

officially  known  as  the  infor- 
mation ministry,  admitted 

that  an  unspecified  number 

of  its  agents,  six  according 

to  tiie  Tehran  press  yester- 
day but  nearer  50  according 

to  one  Iranian  analyst  had 
been  arrested. 

“It  {the  intelligence  minis- 
try) clearly  understands  the 

dimensions  of  this  catastro- 

phe." it  said. 
A   series  or  six  murders 

and  unexplained  disappear- 
ances of  prominent  secular 

figures  and  reformist  intel- 
lectuals late  last  year 

shocked  Iranians,  particu- 

larly supporters  of  Mr  Kha- 
tami who  accused  Qorbanali 

Dorri  Najafabadi.  the  intelli- 
gence minister,  of  being 

behind  a   plot  to  intimidate 
and  discredit  the  president 

All  six  had  been  outspoken 

critics  of  the  clerical  estab- 
lishment 

Mr  Khatami’s  apparent 
failure,  until  this  week,  to 

exert  his  authority  to  dis- 
cover who  was  responsible 

was  also  driving  a   wedge 
between  his  more  activist 

supporters  who  were  becom- 
ing visibly  impatient,  and 

the  “silent  majority”  of  ordi- 
nary Iranians. 

Since  a   landslide  election 

victory  last  year  pitched  Mr 
Khatami  into  office,  he  has 

consistently  tried  to  trans- 
late nationwide  support  into 

national  authority. 

Against  him  are  conserva- tive vested  interests,  who 
form  the  largest  group  in 

parliament  and  are  led  by 

Ayatollah  Ali  Khamenei. 
Iran’s  spiritual  leader,  who 
has  control  of  many  levers  of 

power,  including  the  armed 
forces,  law-enforcement 
units  of  the  Interior 

ministry,  including  the 

police  and  security  forces, 
state  radio  and  television, 

the  judiciary  and  foreign 

policy. 

Within  these  groups  are. 

according  to  Mr  Khajehpour, 
“the  dark  forces,  a   coalition 
of  business  and  intelligence 

people  who  want  to  monopo- 
lise power  and  have  been 

trying  to  discredit  Mr  Kha- 
tami and  ripstahiHsp  Tran  by 

terrorist  acts.”  But  with  Mr 

Khatami  hitting  back,  “some 
of  the  renegades  are  now 

willing  to  trade  information 
in  return  for  their  own 

safety." 

Others,  like  Ali  Razin,  the 
diehard  head  of  the  Tehran 

judiciary  wounded  on  Tues- 
day in  a   grenade  attack  on 

his  car.  may  be  suspected  of 

knowing  too  much,  and  are 
themselves  targets  from  the 

groups. The  president,  according 

to  one  analyst,  "has  shown 
he  is  capable  of  exerting  his 

authority  In  one  of  the  hard- 
linns’  most  sensitive  strong- 

holds. The  hardliners,  for  a 

change,  have  their  bdeks  to 

the  wall.  Ayatollah  Khame- 
nei will  find  it  harder  to  jus- 

tify not  only  his  own  per- 
sonal control  over  the 

intelligence  ministry  but 

also  the  secrecy  of  its 

operations." 

Kazakhstan’s  presidential  election  process  is  "grossly unfair",  a   US-based  human  rights  group  said  yesterday, 

just  four  days  ahead  of  the  ballot  “Coercion,  threats  and 
the  repression  of  opposition  activists  have  characterised 

the  presidential  election  campaign  in  Kazakhstan,”  Human 
Rights  Watch  said.  In  a   letter  to  the  Organisation  for  Secu- 

rity and  Co-operation  in  Europe,  it  said  the  OSCE  should 

protest  by  postponing  establishment  of  a   field  office  in Kazakhstan.  The  OSCE  has  already  criticised  the  election 
and  warned  it  would  not  recognise  the  results  if  voting 
went  ahead  as  planned. 

The  group  attacked  President  Nursultan  Nazarbayev's decision  to  bring  the  vote  forward  from  late  2000,  saying  it 

allowed  his  opponents  insufficient  time  to  mount  a   serious ' challenge. 
It  also  said  some  candidates,  including  key  opposition 

figures  and  former  prime  minister  Akezhan  Kazhegeidin. 

had  been  wrongly  banned  from  the  election  for  minor 
administrative  offences,  and  the  authorities  had  put  pres- 

sure on  voters  and  independent  media  to  back  Mr  Nazar- 
bayev, who  is  expected  to  win  comfortably  on  Sunday, 

extending  a   reign  he  started  as  Kazakhstan's  Communist Party  chief  under  Soviet  rule.  Reuters,  Almaty 
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Airbus  wins  sales  battle  on  Boeing’s  home  ground 

■■r  'j  r\ 

By  Christopher  Parkes 
fa)  Los  Angeles 

Airbus  Industrie  has  ex- 
tended its  reach  into  rival 

Boeing’s  home  territory  with 
a   deal  to  sell  30  single-aisle 
airliners,  valued  at  $1  Jbn,  to 
Boullioun  Aviation  Services, 

a   German-owned  leasing 
company  based  in  Washing- 

ton state. 
The  contract  for  15  A319s 

and  15  A 3205.  with  deliveries 

to  Marl  In  February  2002. 

plus  options  on  an  undis- 
closed number  of  additional 

aircraft,  marks  a   further  sig- 
nificant US  advance  for  the 

European  consortium. 
It  also  suggests  there  has 

been  no  let-up  in  the  price 

war  between  the  world’s 
leading  commercial  aircraft 
makers  which  has  added  to 

Boeing's  woes  with  a   short- 
age of  Asian  orders  and 

long-standing  production 
problems. 
Boullioun,  recently 

acquired  by  Deutsche  Bank 
-   which  has  close  links  with 
DaimlerChrysIer,  a   senior 

Airbus  partner  -   had  previ- 

ously bought  only  Boeing 
aircraft. 

Last  year  British  Airways 
and  Trans  World  Airlines 

departed  from  their  Boeing- 
only  policies  with  firm 
orders  for  almost  60  Airbus 

jets,  and  US  Airways  ordered 
30  wide-bodied  A33Qs  in  Us 

first  non-Boeing  deal  in  this 
category. 

The  British  Airways  defec- 

tion prompted  renewed  com- 
plaints from  Boeing  about 

the  Airbus  pricing  policies, 
with  one  official  saying  prod- 

ucing at  a   loss  was  not  an 

option  for  the  US  company 
nor  its  shareholders. 

Noel  Forgeard.  Airbus 

chief  executive,  said  Boul- 
lioun’s  order  marked  the 

start  of  a   promising  relation- 

ship. 

Negotiations  which  began 
before  Deutsche  Bank 
showed  an  interest  in  buying 

the  US  company  had  been 
concluded  last  October, 

according  to  Robert  Genise, 
chief  executive,  and  the 
announcement  bad  been 

delayed  pending  completion 

of  Deutsche  Bank's  takeover. 

Boullioun.  previously 

owned  by  Japan's  Sumitomo 
Trust  &   Banking,  is  expand- 

ing aggressively  despite  the 
current  slow  growth  in  air 
traffic,  with  plans  to 

increase  its  portfolio  to  150 
aircraft  by  2005,  and  join  the 

top  three  in  the  leasing 
industry. 

Its  inventory  currently 

comprises  33  Boeings,  leased 

to  16  airlines  including  Brit- 

ish Airways.  Air  New  Zea- 
land and  Varlg.  and  it  has 

options  on  a   further  63  Boe- 

ing 737s. 

The  company  also  has  a 

35.5  per  cent  stake  in  Singa- 

pore Aircraft  Leasing  Enter- 
prise (Sale),  with  14  airliners 

on  its  books,  of  which  half 

were  made  by  Airbus.  Mr 

Genise  said  Sale's  total  could 
reach  80  in  seven  or  eight 

years. 

Before  yesterday's announcement,  the  two  com- 
panies had  outstanding 

orders  and  options  on  about 
100  aircraft,  valued  at  $6bn. 

Mr  Gepise  said  the  experi- ence of  the  downturn  in  air 

traffic  in  1991/92  bad  shown 

that  single-aisle  aircraft  “can 
be  managed  through  a   down- 

cycle  very  nicely." 
Prospects  for  a   return  to 

growth  in  air  traffic  were 
also  good,  he  claimed, 

because  experience  demon- 
strated that,  despite  the 

impact  of  cyclical  dips, 

demand  regularly  returned 
to  its  historical  growth  rate 
of  about  5   per  cent  a   year. 
Under  the  terms  of  the 

contract  announced  yester- 
day, Boullioun  may  change 

its  order  and  take  a   mixture 

Of  A32Qs,  A319S  and  A321s. 
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By  Amy  Louise  Kazmin in  New  Delhi 

Pump  makers 

foresee  strong 

global  demand 
Peter  Marsh  reports  on  an  industry  that 
is  confident  it  can  escape  the  effects  of 
the  Asian  crisis  in  coming  years 

Pumping  up  demand 
Wortf  pump  (toman)  6y  region  (Stm) 

30  35  40  45  SO  SS 

The  world's  pump  indus- 
try. which  serves  a 

range  nf  Motors,  from 

cvim.T.1  production  to  water 

treatment,  looks  sot  to  crank 

up  production  substantially 

over  the  next  few  years,  in 
spite  of  the  impact  or  the 
Asian  economic  crisis. 

While  leading  pump  com- 
panies are  generally  cau- 

tious about  the  short-term 
outlook  in  south-east  Asia, 

which  has  been  responsible 

for  much  of  the  industry's 
expansion  in  the  1990s,  they 
are  confident  that  other 

large  projects  elsewhere  will 
keep  the  sector  whirring 

convincingly  over  the  next 

five  years. 

“The  market  is  in  good 

shape."  says  Josef  Gcrstner. 
chief  executive  of  KSB  of 

Germany,  the  world's  third 
biggest  pump  producer  and 

the  largest  in  Europe. 
Pumps  push  liquids  or 

gases  in  a   large  number  of 

industrial  processes,  includ- 
ing semicondjctor  produc- 

tion. chemicals  and  oil  and 

gas.  One  nf  the  factors  help- 
ing to  sustain  the  growth  of 

the  world’s  biggest  pump 
companies  is  the  diversity  of 

their  product  range:  individ- 

ual pumps  can  sell  for  any- 
thing from  a   fow  hundred 

dollars,  for  the  types  that  fit 

in  to  domestic  central  heat- 

ing systems,  to  several  mil- 
lion dollars  for  pumps  used 

in  big  oilfield  or  water  con- 

trol projects. 
Each  nf  the  70  large  pumps 

being  fitted  by  ITT  Indus- 

tries of  the  US,  the  world's 
biggest  pumpinaker.  to  an 
SISm  flood-control  system  in 
New  Orleans  is  powerful 

enough  to  pump  500.000  gal- 
lons of  water  a   minute, 

while  the  most  sophisticated 
turbopumps  used  to  create 

vacuums  propel  air  at  three 
times  the  speed  of  sound. 

According  to  a   report*  by 
Freetlonla.  a   US  consultancy, 

world  pump  safes  will 

expand  from  S26.4bn  in  1997 
to  S37.5bn  in  2002.  with 

▲   I.  A:i  :   I 
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expansion  knocked  only 
slightly  by  a   reduction  in 
industry  and  infrastructure 

development  in  countries 
such  as  Indonesia.  South 
Korea  and  Malaysia,  which 

have  been  badly  hit  by  the 
Asian  economic  turmoil. 

The  consultancy  believes 

that  growth  in  other  Asian 
nations,  such  as  China  and 

India,  which  have  been  less 

affected  by  the  crisis, 

together  with  strong  demand 
In  continental  Europe  and 
the  US.  will  mean  pump 

makers  generally  will 
weather  the  chilly  economic 

climate  worldwide  that  has 

hit  many  producers  of  other 

types  of  capital  equipment. 
According  to  Freed  on  ia. 

pump  sales  in  the  Asia-Pa- cific region  will  expand  49 

per  cent  between  1997  and 
2002,  from  S7.9bn  to  S11.8bn. 
This  is  substantially  above 

the  figure  expected  for  west- 
ern Europe  -   where  sales 

over  the  same  period  ore 

forecast  to  grow  33  per  cent, 

from  S9bn  to  $12bn  -   and  for 
North  America,  which  Is 

likely  to  see  a   similar  expan- 
sion in  sales,  from  S5.2bn  to 

S7bn. 
The  consultancy  thinks 

that  an  unexpected  side 

effect  or  the  economic  prob- 
lems in  Asia  will  be  greater 

output  of  pumps  from  the 

region,  caused  by  the  com- 
petitive boost  many  produc- 

ers in  this  part  of  the  world 

have  gained  as  a   result  of 
the  devaluation  of  local  cur- 

rencies. Manufacturers  in 

the  Asia  Pacific  region  will 

be  responsible  for  about  a 

third  of  world  pump  produc- 

tion in  2002.  Freedoms  fore- 

casts. up  from  less  than  a 

quarter  in  1992. 
While  parts  of  south-east 

Asia  have  experienced  a 

sharp  fall  in  pump  sales, 

demand  for  pumps  in  China 
is  continuing  to  expand  at 

up  to  15  per  cent  a   year, 
according  to  Mr  Gerstner  of 

KSB. Sir  Ron  Garrick,  chief 

executive  of  Weir,  Britain’s 
biggest  pump  maker,  also 
reports  strong  growth  In 

pump  sales  in  Taiwan  and 

Australia,  while  sales  of 

marine  pumps  in:  South 
Korea,  driven,  by  a   rebound 

in  the  country’s  shipbuilding 
industry  helped.by  the  deval- 

uation of  the  Korean  cur- 
rency, are  also  climbing, 

according  to  Sir  Ron. 
“The  industry  is  set  for  a 

better  time  over  the  next  few 
years  than  many  people 

expect,"  he  says. 
A   disappointment  for  the 

industry  generally,  however, 
has  been  weakness  in 

demand  for  pumps  in  South 
America  and  Eastern 

Europe,  says  Dick  Labrec- 
que.  chief  executive  of  the 
pumps  division  of  ITT.  Mr 
Labrecque  is  less  optimistic than  other  industry  players 

about  the  short-term  trends 
in  the  industry:  he  reckons 
his  company  in  1999  is 
unlikely  to  expand  its  pump 

sales  much  above  the  Sl^bn 

expected  for  1998. 

But  taking  a   rosier  view  Is 
David  Devonshire,  chief 

financial  officer  of  Ingersoli- 
Rand,  another  big  US  pump- maker,  which  runs  its  pump 

division  as  a   joint  venture 
with  Halliburton,  the  US  oil 

and  gas  services  and  engi- 

neering company.  Mr  Devon- shire says  the  industry  is 
being  given  a   general  boost 
by  extra  spending  on  water 
treatment  projects,  driven  by 
tougher  environmental  legis- 

lation iu  parts  or  Europe  and 
the  US.  Extra  demand  due  to 

such  projects  in  these 
regions  is  helping  to  com- pensate for  lower  pump 
demand  in  parts  of  Asia, 

says  Mr  Devonshire *   World  Pumps.  Freedonia. 
767  Beta  Drive.  Cleveland, Ohio.  441-13-2326,  $3,900 

Reebok  India  has  launched  a 

crackdown  on  Indian  compa- 
nies that  have  flooded  local 

bazaars  and  upmarket  retail 

sbops  with  counterfeit  ver- sions of  their  popular  sports 
clothing  and  cricket  bats. 
Armed  with  an  injunction 

from  the  Delhi  high  court, 
Reebok  officials,  local  police 

and  private  investigators 
raided  the  premises  of  five manufacturers  in  New  Delhi 
and  two  towns  in  the  state  of 

Punjab  that  had  used  the 
Reebok  logo  to  decorate 

T-shirts,  sports  clothing  and 
cricket  bats  without  com- 

pany permission. 

Hemant  Singh,  a   lawyer 

for  Reebok,  said  the  plethora 

of  cheap  imitations  of  Ree-» 

bok  products  in  India's  mar.  ’ 

kets  and  shops  was  eroding  ? 

the  company’s  elite  brand  ' identity.  “People  who  are 
genuinely  wearing  Reeboks 

definitely  don't  like  seeing 
cheap  Reebok  products  worn 

by  every  Tom,  Dick  and 
Harry."  Mr  Singh  said. “They  are  very  expensive 
footwear  and  clothes.  You 
don't  want  to  see  your  driver 
and  peons  wearing  the 

same." 

Merchandise  worth  an estimated  $25,000  was  seized 
from  the  manufacturers,  a 
Reebok  spokesman  said. 

India,  which  does  not  cur- 

rently recognise  product patents,  has  been  struggling 
to  offer  stronger  protection to  intellectual  property 

rights,  including  trademarks 
and  company  names.  In  „ another  recent  judgment,^ 

the  Delhi  High  Court  shut  « down  a   travelling  carnival 

that  called  itself  the  “Disney- 

land Amusement  Park."  and 

sold  merchandise  nctng  Dis- 

ney's trademarked  charac- ters. including  Mickey 

Mouse  and  Donald  Duck, without  authorisation. 
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IMPMCHIMENT^TRIAL  HEAVY  LOSS  OF  SUPPORT  FORCES  CLINTON  FOES  TO  THINK  AGAIN 

/ 

Backlash  puts  renewed 
pressure  on  Republicans 

Cottar 

55  NMrtnr.gr  BepuNcans 

Oiaagoabto- 

n   Mia  majorflv)  Humber needed  1o  approve  almost  any 
decision  on  how  tte  trial 

proceeds,  eg  whether  short 

or  without 

fc*  - '   ••••Ns,- 

forces  seize  ket 
35  «'  Freetown  * 

By  Gerard  Baker  in  Washington 

Shortly  after  noon  today,  a 
gaunt  figure  in  sombre  Judi- 

cial garb  win  swear  an  oath 
in  the  well  of  the  Senate 
floor  and  proceed  to  open 
what  has  already  been  some- 

what predictably  dubbed  the 
Trial  of  the  Century. 

William  Rehnquist  will  be 
only  the  second  chief  justice 
in  US  history  to  exercise  the 
most  extraordinary  and  con- i   sequential  of  his  constitu- 

t,  tional  duties  —   presiding 

f   over  the  impeachment  trial ■   *   of  the  president. 
But  the  opening  ceremony 

-   in  which  the  articles  of 
impeachment  passed  by  the 
House  of  Representatives 
will  be  read  to  senators  by 
Henry  Hyde,  chairman  of  the 
House  Judiciary  Committee, 
and  senators  sworn  in  as 

jurors  -   is  about  the  only 
part  of  the  proceedings 
clearly  foreseeable. 
Negotiations  are  expected 

to  continue  right  up  to  the 
start  of  business  between 
Senate  Republicans,  Demo- 

crats, the  House  “managers" of  the  trial  and  the  White 

House,  They  hope  to  reach 
by  then  a   so  for  elusive 
agreement  on  how  to  pro- 
ceed. 
The  reason  the  haggling 

bas  been  so  Intense  is  not 
simply  because  historical 
precedent  is  so  patchy  on 
how  to  try  a   president 
accused  of  "high  crimes  and 

misdemeanors**. It  is  that  delicate  political 
calculations  about  the  case 
are  weighing  heavily  on  the 
minds  of  all  those  involved 

except  perhaps  the  rnipiwtatj 
chief  Justice-for-life,  Mr Rehnquist. 
Most  Republicans  believe 

that  President  Bill  Clinton’s 
alleged  offences  -   perjury 
and  obstruction  of  justice  - 
should  be  thoroughly  exam- 

ined in  the  Senate  court- 
room. But  they  are  acutely 

aware  of  the  political  toll 
that  the  Monica  Lewinsky 
affair  has  taken  on  their 
party.  So  far  it  has  more  or 
less  directly  cost  them  two 
Speakers  of  the  House,  the 
loss  of  five  House  seats  In 

last  November’s  mid-term 
congressional  elections,  and 
a   massive  collapse  in  popu- 

-v  r.^.. 
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US  forecasts 

record  $76bn 

budget  surplus 
By  Deborah  Mc&egor 
m   Washington 
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The  Clinton  administration 

yesterday  forecast  a   federal 
budget  surplus  of  about 
$76bn  for  the  current  fiscal 

year,  higher  than  previously 

projected,  due  to  robust  reve- 

nue growth  and  the  continu- 

ing strength  of  the  US  econ- omy. 

^Proclaiming  that  the  “era 
jf  big  deficits  is  over".  Presi- dent Clinton  said  the  US  is 

on  track  to  register  the  larg- 

est surplus  in  the  country’s 
history  in  the  1999  fiscal 

year  ending  on  September 
30.  But  he  also  warned  that 

fiscal  discipline  must  not  be 
abandoned  and  repeated  his 

oft-voiced  desire  to  see  the 
Social  Security  safety  net 

repaired  before  other  claims 

on  the  surplus  are  enter- 
tained. 

“We  worked  bard  to  bring 
fiscal  discipline  to  produce 

this  surplus,”  said  Mr  Clin- 
ton. “Like  any  family  with 

long-term  financial  needs 
and  a   little  more  earnings 

than  we  expected,  we  can’t 
go  out  and  spend  the  surplus 
today.  We  have  to  plan  for 

■the  future.” 
M   The  US  registered  a   sur- 

■-jfiplus  of  JTObn  in  fiscal  1998. 
'   the  first  in  29  years  after  a 

long  string  of  federal  defi- cits. 

The  administration’s  latest 
estimate  is  higher  than  Its 

original  prediction  of  last 

May,  when  the  Office  of 
Management  and  Budget 

projected  a   fiscal  1999  sur- 
plus of  S54bn.  A   strong  surge 

in  revenues  from  taxes, 

including  capital  gains 

receipts,  contributed  to  the 

hi  gher-than-expected  income 
for  the  federal  treasury. 

Congressional  estimates  of 
the  surplus,  as  calculated  by 
the  Congressional  Budget 
Office  (CBO).  are  due  to  be 

updated  later  this  month 
before  the  president  presents 

his  fiscal  2000  budget  In  Feb- 
ruary. In  November,  the 

CBO  projected  a   S63bn  sur- 

plus for  fiscal  1999. 

In  the  context  erf  the  over- 

all $l,700tm  US  budget,  the 

surplus  is  small.  But  it  is 

producing  a   political  quan- 
dary for  Mr  Clinton  and  the 

Republican-led  Congress  as 
the  two  sides  square  off  over 

budget  priorities. 
Surpluses  are  expected  to 

total  more  than  Si. 500b u 

over  the  next  decade.  With 

the  Social  Security  retire- 

ment system  bound  for  insol- 
vency by  2032  if  nothing  is 

done  to  restore  it,  the  admin- 
istration says  saving  Social 

Security  is  its  number  one 
domestic  priority. 

Many  Republicans,  how- 
ever, wish  to  see  the  sur- 

pluses used  to  ftnanre  tax 
cuts.  And  many  economists 
have  urged  the  government 
to  use  at  least  a   portion  of 

*We  can’t  go  out 

and  spend  the 

surplus  today. 

We  have  to  plan 

for  the  future’ 

the  excess  money  to  pay 

down  same  af  the  )5^00bn 

national  debt. 
•   Sales  of  new  homes  tn  the 

US  hit  a   new  record  in 

November,  the  government 
reported  yesterday,  as  ample 

job  opportunities  and  soar- 
ing levels  of  consumer  opti- 

mism fuelled  sales  increases 

from  coast  to  coast,  Reuters 

reports  from  Washington. 

The  Commerce  Depart- 
ment said  that  new  home 

sales  jumped  7.6  per  cent  to 
a   seasonally  adjusted  annual 
rate  of  965,000  following  an 

upwardly  revised  6.4  per 
cent  gain  in  October  to 
897.000  instead  of  85L000  as 

previously  reported. 
The  monthly  sales  rate 

during  November  eclipsed 

Wall  Street  economists'  fore- 
casts for  a   gain  in  sales  to 

873.000  a   year  and  under- 
lined vigorous  consumer 

demand  in  the  domestic 

economy. 

f 
Accord  nearer  in 

basketball  dispute 
By  Richard  Waters  In  New  York 

An  llth-hour  compromise 

yesterday  looked  set  to  save basketball  from  becoming 

the  first  professional  sport  in 

the  US  to  lose  an  entire  sea- 
son to  a   labour  dispute. 

It  also  promised  to  limit 

some  of  the  damage  suffered 

by  NBC,  the  television  net- 
work owned  by  General 

Electric,  which  has  relied  on 

the  sport  for  some  of  its  big- 
gest audiences  and  highest 

.   «lvertisuig  rates. 

I   The  National  Basketball 

(^Association  had  set  today  as 

a   deadline  for  deciding 

whether  to  call  off  its  entire 

season.  A   lock-out  by  team 

owners,  prompted  by  a   dis- 
pute over  pay,  has  meant 

that  no  games  have  been 

played  since  the  season's scheduled  start  last  October. 

With  regular-season 

league  games  scheduled  to 

run  only  until  April,  leading 

to  the  widely  followed  play- 

offs, time  was  running  out  to 

mount  a   serious  season. 
The  threat  of  losing  the 

play-offs  appeared  yesterday 

to  have  been  enough  to  draw 

the  two  sides  far  enough 

ht>m  their  positions  to  reach 

a   compromise.  The  knock- 

out games  at  the  end  of  the 

season  draw  by  far  the  big- 

gest television  audience,  con- 

tributing an  estimated  two- 
thirds  of  all  the  advertising 

revenue  that  NBC  would 

normally  generate  during  a 

basketball  season. 
The  two  sides  had  been 

divided  over  how  to  share 

the  nearly  *3bn  in  revenues 

that  the  NBA  expects  to  gen- 

erate this  year,  most  of  it 

through  licensing  deals. 

lar  support  since  then. 

Opinion  polls  indicate  the 
unpopular  prosecution  of  the 

president  has  aroused  wide- 

spread disgust  at  those  -   the 
Republican  party  -   deemed 
responsible.  According  to 
one  poll  at  the  weekend,  the 

party’s  standing  has  sunk 
since  the  House  voted 

hrrjyratnhTnmt  la«t  mrinffi  tO 

its  lowest  level  since  Richard 

Mixon  resigned  in  1974. 

Senate  Republican  leaders 
are  understandably  eager  to 

call  a   halt  to  the  bloodlet- 
ting. A   large  number  of 

Republican  senators  are 
defending  narrowly  won 
seats  in  the  2000  elections, 

and  party  bosses  are  anxious 
to  dispose  of  the  Lewinsky affair  and  rebuild  tbeir  for- 

tunes in  time  for  a   tilt  at  the 

presidency  .when  Mr  flHntnn 
steps  down. For  all  the  popular  pieties 
senators  are  more  politically 

vulnerable  to  shifts  in  vot- 

ers’ opinions  than  House 
members. 

That  was  the  reason  Trent 

Lott,  the  Republican  Senate 
minority  leader,  last  week 

floated  his  “trial  balloon"  of 

an  almost  indecently  quick 

trial.  Concerned  at  the  pros- 

pect of  a   prolonged  trial  feat- 

uring a   colourful  cast  of  wit- 
nesses from  Ms  Lewinsky 

herself  to  Linda  Tripp,  Ken- 

neth Starr  and  others,  Mr 
Lott  asked  his  colleagues  for 

views  an  an  abbreviated  pro- 
cedure. It  would  last  four 

days  and  would  feature  no 
witnesses.  At  the  end  a   vote 

would  be  held  to  determine 
whether  or  not  the  offences 
Mr  Clinton  was  alleged  to 

have  committed  were 

impeachable. 
Only  If  two-thirds  of  sena- 

tors voted  “yea"  to  that  - the  number  ultimately 

required  to  secure  Mr  Clin- 
ton's conviction  and  removal 

from,  office  -   would  the  trial 

continue.  If  -   as  seems  likely 
-   fewer  that  two-thirds 

voted  yes,  the  Senate  would 
than  move  to  consider  a   cen- 

sure resolution. 
Given  that  all  45  Senate 

Democrats  seemed  prepared 

to  back  the  plan,  it  would 
have  needed  the  support  of 

only  six  of  the  55  Republi- 
cans to  gain  the  simple 

majority  needed  for  approval 

45NubbBriJf  Democrats 

Hone  and  dry 

MHittber  needed  to 
Uodcaconvbfrmand 
removal  from  office 

Pressure  rising: 

impeachment  trial  outlook 

(hit  la  An  odd 87  Number  naodsd  to  convtt  and 

rwoovaPiwktontCBntan 

lOBToU  number  of 

senators  acting 
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conviction  men* 

beyond  toe  reach  of 

Mr  canton's 

adversaries,  barring 

unummntota 

thsnaxt  tow  waste. Butwithadaar 

EtofuMcan  iraforty (55-45),  It 

raqtftaotfyatendMof 

moderate  Repubtlcana  to sfcta  wflh  Democrats  to  agma 

to  ewtofl  the  lital  end  mom 

straight  to  a   vote  on  a   tenor 

pwisbnaid,  eg  a   censure.  Thai  may mean  a   tuOtrtei  or  uncertain  duratton wtth  a   near-certain  outcome  (scquRN). 

of  any  procedural  motion. 
But  the  balloon  crashed  to 

earth  with  a   thud  in  the  last 

few' days  as  Republican  sena- 
tors shot  it  down.  And  as 

negotiations  continued  yes- 
terday it  was  still  unclear 

what  kind  of  procedure 

would  emerge.  But  the  likeli- 
est outcome  seemed  to  be 

that  some  sort  of  open 
-ended  trial  would  begin. 

Why  do  Republican  sena- tors seem  so  anxious  to  run 

the  risk  of  a   protracted  and 

potentially  rtwTnwgtwg  trial? 
Some  may  be  concerned 

not  about  the  average  vot- 
er’s view,  but  about  the  atti- 

tude of  their  conservative 

supporters  in  the  party.  But 
there  is  also  a   widespread 
view  among  Republicans 
they  cannot  simply  drop  the 

impeachment  issue  without 
ftiffiBing  their  constitutional 

duty  to  conduct  a   trial Most  appear  to  believe 
they  must  at  least  start  the 
trial,  proceed  for  a   week  or two  and  then  find  a   way  of 

curtailing  it  before  it  inflicts 
too  much  damage  on  them. 

But  that  may  prove  tricky. 
Once  the  proceedings  begin, 

they  will  be  bard  to  stop. 

Yesterday,  the  White  Bouse 

stepped  up  the  measure  by 

warning  if  a   single  witness was  called,  that  would  open 

the  floodgates  -   Mr  Clinton would  call  numerous  people 

to  testify  in  his  defence.  The result  could  be  a   protracted 

process,  lasting  months,  end- 

ing In  the  president’s  acquit- 
tal, and  damaging  the 

Republicans  still  further. 
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BLEAK  PICTURE  FINANCE  MINISTER  PREDICTS  BIGGER  BUDGET  DEFICIT  TO  SPUR  ECONOMY  □   BOND  JSSUES  EXPECTED  TO  INCREASE   

China  lowers  growth  hopes 
By  James  Kynge  in  Bejfrg 

China's  finance  minister. 
Kang  Huaicheng,  yesterday 
painted  a   bleak  portrait  of 

the  country's  economic  pros- 
pects this  year  and  forecast 

that  an  increased  budget  def- 
icit would  be  needed  to  spur 

economic  growth. 
He  said  export  growth  was 

expected  to  be  tow  or  nega- 
tive in  1999  as  a   result  of  the 

Asian  economic  crisis,  while 
weak  demand  and  troubles 
in  the  state  enterprise  sector 
would  add  to  pressure  on  the 

economy.  According  to  offi- 
cial figures,  the  Chinese 

economy  grew  at  7.8  per  cent 
in  1998,  down  from  8.8  per 

cent  in  1997.  Many  econo- 
mists believe  that  official  fig- 

ures overstate  reality  by  sev- 
eral percentage  points. 

“The  internal  and  external 
economic  situations  in  1999 

leave  no  room  for  opti- 

mism," Mr  Xiang  said  in  a 
statement.  “Therefore,  the 
Chinese  government  will 
continue  to  pursue  pro- 

active fiscal  policies,  which 
would  necessarily  increase 
the  budgetary  outlays  to  a 

certain  extent.” 
Mr  Xiang's  remarks  repre- 

sent the  most  downbeat 

assessment  of  China’s  eco- 
nomic prospects  in  1999  yet 

heard  by  a   senior  leader.  He 
forecast  a   budget  deficit  this 
year  of  RMBi05.3bn 
f$l2.7bn),  up  from  RMB96bn 
last  year,  but  added  that  the 
deficit  could  well  be  higher 
than  his  prediction. 

Last  year’s  deficit  was  ini- 
tially set  at  RMB-IGbn  but 

was  expanded  after  taking 

into  account  RMBSObn  of  a 

RMBldObn  special  infrastruc- 
ture bond  issue  in  August. 

Mr  Xiang’s  RMB105.3bn  fore- 
cast for  this  year's  deficit includes  the  RMB50bn  left 

from  the  bond  issue. 

It  is  possible,  finance  min- 
istry officials  said,  that  extra 

bonds  would  be  issued  this 

year  for  another  fiscal  stimu- 
lus package,  thereby  adding 

to  the  deficit.  Mr  Xiang 

moved  to  allay  fears  that 
such  deficit  spending  could 
lead  to  inflation  by  noting 
that  the  economy  was  in  a 

deflationary  phase.  China's retail  price  index  was  2.5  per 
cent  down  in  1998.  compared 
with  a   year  earlier. 
Several  senior  officials 

said  late  last  year  that  China 
would  not  resort  to  new  fis- 

cal initiatives  in  1999  to 

stimulate  growth.  The  fact 
that  Mr  Xiang  is  now  propos- 

ing a   fiscal  relaxation  is  an 
indication  both  of  how  con- 

cerned Beijing  has  become 
over  its  bleak  future,  and 

that  it  lacks  alternative  ton- 
ics with  which  to  reinvigo- 

rate the  economy.  Succes- 
sive interest  rate  cuts  have 

proven  largely  ineffective. Mr  Xiang  said  China  was 
also  expected  to  increase  its 
issue  of  treasury  bonds  from 
RMB280bn  last  year  to 
RMB316.5bn  this  year.  He 
added  that  Beijing  was 

unlikely  to  launch  a   bond 
issue  to  recapitalise  the  trou- 

bled state  hanking  system 
this  year,  but  did  not  rule  it 
out  Last  year,  the  govern- 

ment issued  RMB270bn  in 
bonds  to  recapitalise  the 
banking  system. 

Industrial  parks’  tax  perks  to 
By  James  Kynge 

China  threw  into  doubt 
yesterday  the  future  of  44 
important  industrial  parks 

across  the  country,  includ- 
ing a   US$20bn  Singaporean 

flagship  project  trumpeted 

by  the  city-state's  leaders  as 
the  optimum  way  for  foreign 
manufacturers  to  enter  the 

unpredictable  Chinese  mar- 
ket. 

An  announcement  by 
Xiang  Huaicheng.  the 
finance  minister,  that  China 
will  phase  out  some  of  the 

tax  perks  enjoyed  by  the 
industrial  parks  appeared  set 
to  jeopardise  the  revenue 
stream  of  the  companies  that 

run  the  "economic  and  tech- 

nology development  zones”. Mr  Xiang  said  the  central 
government  would  either 
withdraw  or  reduce  over 
time  the  100  per  cent  rebate 
the  zones  have  received  on 

value-added  and  consump- 
tion tax  that  they  should  pay 

to  the  government.  Because 
these  two  taxes  have  been 
collected  by  the  companies 
managing  the  zones,  the 

rebates  have  constituted  an 

important  source  of  revenue. 

But  although  the  disap- 
pearance of  this  revenue  is 

expected  to  hit  the  compa- 
nies running  the  parks,  it 

may  not  have  any  direct 
impact  on  the  thousands  of 

enterprises  -   including 

many  foreign  companies  - 
which  occupy  the  zones,  ana- 

lysts said.  With  time,  how- 
ever. the  zones'  management 

could  seek  to  recoup  their 
lost  income  by  raising  fee 

charges  to  tenants,  the  ana- 
lysts added. 

Mr  Xiang  said  the  move 
would  help  create  a   level 

playing  field  for  all  compa- 
nies in  China.  "When  [for- 
eign companies]  made  the 

investments,  we  told  them  to 

prepare  for  equal  competi- tion one  day.  Of  course, 
when  that  day  arrives,  they 
will  suffer  losses  and  start 

complaining.”  Mr  Xiang 

said.  “This  Is  normal." The  withdrawal  of  tax 

perks  for  industrial  zones 
was  also  motivated  by  an 

acute  shortage  or  central 
government  revenues  and 

Gitic  creditors  called  to  meeting 
By  Louise  Lucas  in  Hong  Kong 

Guangdong  International 
Trust  and  Investment  Corp 

(Gitic),  the  Chinese  invest- 
ment agency,  has  called  a 

meeting  of  creditors  on  Sun- 
day following  its  closure  on 

October  6. 

Bankers  said  yesterday  it 
was  unclear  whether  or  not 
Gitic  would  on  Sunday  issue 
repayment  guidelines,  which 
some  had  expected  to  come 

out  yesterday  after  the  dead- 
line for  registering  their 

exposure  bad  elapsed.  The 

faxed  invitation  merely  said 
creditors  would  be  informed 

of  “the  liquidating  situation 
of  Gitic  assets  and  liabili- 

ties,” according  to  a   recipi- 
ent. 

Last  week  it  emerged  that 
Gitic  had  debts  in  excess  of 

$2.5bn,  higher  than  the  origi- 
nal S2bn  market  estimates. 

Gitic’s  closure  sent  jitters 
through  the  banking  com- 

munity, as  the  provincial 
government  backing  of 

“itlcs”,  or  investment  agen- 
cies. had  previously  been 

regarded  as  a   cast-iron 

guarantee  of  repayment. 

Following  Gitic’s  closure, 
there  has  been  far  greater 
uncertainty:  while  Beijing 

has  said  that  registered 
debts  will  be  repaid,  and  that 
foreign  creditors  will  be 

made  a   priority,  until  guide- 
lines are  issued  bankers 

remain  wary. 

That  wariness  has  grown 
in  the  three  months  since 

Gitic  was  closed,  particularly 

as  China  faces  other  prob- 
lems, including  a   decelera- 

tion in  economic  growth  and 

the  upheaval  of  restructur- 

ing its  state-owned  sector. 
Moreover,  the  status  of  some 
loans  is  unclear,  such  as 
short-term  credit  lines  and 

loans  to  Gitic’s  overseas  sub- sidiaries. 
Yesterday  Standard  & 

Poor's,  the  US  credit  rating 
agency,  lowered  its  ratings 
for  Guangdong  Enterprises 

(Holdings)  -   which  also  has 
the  backing  of  Guangdong 

provincial  government  -   fol- 
lowing Us  proposal  to  freeze 

principal  repayment  on  Its 
debt  obligations  until  April 

15, 1999. 
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be  phased  out 
the  relative  shrinkage  of 
China's  tax  base.  Between 

1978  and  1995.  budgetary  rev- 
enues shrank  from  35  per 

cent  of  gross  domestic  prod- 
uct to  11  per  cent  A   signifi- cant fiscal  stimulus  package 

launched  last  year  and  an 

Increased  budget  deficit  fore- 
cast this  year  have  intensi- 
fied the  need  for  fiscal  reve- nues. 

Under  the  new  rules,  the 

central  government  will 
withdraw  rebates  for  zones 
which  have  been  set  up  for 

10  years  or  more.  'For  those 

established  five  years  ago.  it 
will  reduce  the  rate  to  75  per 
cent  in  the  sixth  year,  50  per 
cent  in  the  seventh.  25  per 
cent  In  the  eighth  and  zero 

in  the  ninth. 
The  Singaporean  park  in 

Suzhou,  near  Shanghai, 

being  developed  by  a   govern- ment-linked consortium  over 

a   20-year  period,  is  to  receive 
special  treatment  Its  rebate 
rate  will  fall  from  1999  to  80 

per  cent  60  per  cent  in  2000. 
40  per  cent  in  2001,  20  per 
cent  in  2002  and  zero  in  2003, 

Mr  Xiang  said. 

Japan  sees  fall 
in  construction 

orders  again 

INTEREST  RATE  RAISED    
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CHINESE  SPECIAL  POLICE   

Anti-smuggling  force  set  up 

China  has  set  up  a   6,000-strong  police  forc
e  as  part  of  a 

battle  against  rampant  smuggling,  state  media
  said  yester- 

day with  another  4.000  officers  joining  the  force  by  the
 

end  or  June.  “The  fight  against  smuggling  is  a   sen  ju
s  eco- 

nomic and  political  issue,"  the  official  China  Daily  quote
d 

state  councillor  Luo  Gan  as  saying. 

The  People’s  Daily  quoted  Mr  Luo  as  saying  the  new 

force  should  “investigate  to  the  end"  regardless  of  who  is 

behind  a   smuggling  racket  or  how  powerful  he  may  be. 
 He 

warned  members  of  the  new  force  against  becoming  cor- 

rupt themselves.  One  of  the  reason  for  the  new  force  is 

doubts  over  the  financial  probity  of  existing  customs  offi- cers. 
The  crackdown  on  smuggling  has  targeted  the  People  s 

Liberation  Army  (PLA).  police  and  other  government  organ- 
isations which  use  access  to  ports  and  other  official  privi- 

leges to  evade  duties.  The  PLA.  police  and  the  judiciary 
have  been  ordered  to  surrender  their  business  empires  as 

part  of  the  crackdown  on  smuggling.  Reuters,  Beijing 

BANGLADESH  POLITICS 

By  Alexandra  Haney 

in  Tokyo 

The  crisis  in  Japan's construction  sector  deepened 
in  November,  In  spite  of  the 

government’s  injection  or thousands  of  billions  of  yen 

in  public  works  projects, 
figures  released  yesterday  by 

the  government  revealed . 
Construction  orders  in  the 

public  and  private  sectors 
plummeted  21.3  per  cent  in 
November  in  the  11th  con- 

secutive month  of  year-on- year  declines,  according  to 
data  published  yesterday  by 

the  construction  ministry's 
economic  analysis  unit. 
Orders  from  the  private 

sector,  which  account  for 

more  than  half  of  total  con- struction demand,  slumped 

19.7  per  cent  to  Y638bn 
($5.7bn).  while  public  orders 
slipped  14.7  per  cent  to 
Y362bn  for  the  second  month 
running. 

The  most  striking  declines 
were  among  manufacturers 
-   where  orders  collapsed  53 

per  cent  against  the  same 
period  last  year  for  the 

eighth  month  of  slowdown  - and  regional  governments. 
Although  orders  from  the 
central  government  jumped 
15.8  per  cent,  reflecting  the 

impact  of  economic  stimulus 
packages  approved  by  Keizo 
Obuchi,  prime  minister, 

local  government  orders 

plunged  28.2  per  cent  com- pared wlht  the  same  period 
last  year. 
The  data  confirmed  suspi- 

cions that  regional  munici- palities, toeing  a   deepening 

credit  crisis  amid  the  coun- 
try's prolonged  recession, 

are  not  spending  funds  allo- 
cated by  Tokyo  for  public 

works. 
The  ministry  noted  that 

orders  for  roads,  water  treat- ment facilities,  and  power 

plants  -   which  were  tradi- 
tionally areas  the  govern- ment relied  on  to  support 

regional  economic  activity  - -all  showed  a   contraction  in 
orders. 

Several  regions,  including 

Osaka,  the  Tokyo  metropoli- tan area  and  Kanagawa,  a 

prefecture  located  next  to 
the  capital,  are  staggering 

under  huge  debt  burdens  as 

a   result  of  central  govern- 
ment policies  over  the  past 

several  decades  that 

required  the  issuance  of 
bonds  to  support  public 

works  projects. 
Local  governments,  faring 

a   contraction  in  tax  reve- 
nues, are  increasingly  reluc- 

tant to  borrow  any  further. 
A   continued  slump  in  con- 

struction orders  is -also  likely 

to  add  to  Japan’s  growing 
unemployment  problem. 

This  is  because  the  con- 
struction sector,  whicb  saw 

a   marked  increase  of  bank- 
ruptcies In  1998.  employs 

about  10  per  cent  of  the  total 

workforce. 
With  the  jobless  rate 

already  at  a   record  4L4  per 
cent,  the  data  are  likely  to 

put  additional  pressure  on 
the  Obuchi  administration  to 
introduce  new  measures  to 
pull  the  economy  out  of  its 
worst  recession  in  the  post- 

war period. 

Parties  unite  over  election 
Three  Bangladeshi  opposition  parties  yesterday  announced 
a   tactical  alliance  to  try  to  force  the  government  of  Sheikh 
Hasina  to  call  an  eariy  election.  The  Jatiya  party,  led  by 

the  ousted  military  leader  General  Mohammed  Hussain 
Ershad,  and  the  Jamaat-e-lslami  party  said  they  were  join- 

ing forces  with  the  Bangladesh  nationalist  party,  led  by 
Gen  Ershad ’s  former  enemy,  Khaleda  Zia. 

The  opposition  parties  threatened  to  boycott  local  elec- tions due  to  February  or  March  unless  the  government 

appoints  a   new  chief  election  commissioner  acceptable  to 
them.  They  also  demanded  the  release  of  three  opposition 
figures  charged  last  year  with  the  killings  of  four  former 
government  ministers  to  1975.  David  Chazan,  Dhaka 

HONG  KONG 

Tung  rules  out  ministers 
Tung  Chee-hwa,  Hong  Kong's  chief  executive,  yesterday 
ruled  out  the  possibility  of  the  territory  adopting  a   ministe- 

rial system,  at  least  in  the  short  term. 
Mr  Tung  was  speaking  after  some  politicians  urged  the 

territory  to  consider  implementing  a   ministerial  system, 

saying  it  could  bring  about  more  accountability  and  flexi- 
bility in  introducing  policies.  Louise  Lucas,  Hong  Kong 

CAMBODIA 

Illegal  logging  crackdown 
Cambodia's  prime  minister,  Hun  Sen,  yesterday  ordered  a 
tough  crackdown  on  illegal  logging.  He  ordered  the  police 
and  military  to  use  armed  face  if  necessary  to  wipe  out 

what  he  called  ’anarchic"  logging. 
"The  armed  forces  must  co-operate  with  the  forestry 

authorities  and  other  involved  institutions. . .   and  use  ail 

means,  including  weapons,  in  the  crackdown  operation,’' he  said  in  a   statement  to  government  departments.  His 
call  cane  a   day  after  the  government  said  it  would  be 

seeking  to  secure  $1.3bn  from  international  donors,  con- 
cerned about  unrestrained  logging  in  Cambodia,  at  a 

meeting  in  Tokyo  in  February.  Reuters,  Phnom  Penh 

JAPAN  POLITICS  PM  PRESSES  TEAMS  ASSIGNED  TASK  OF  HAMMERING  OUT  POLICY  PACTS 

Obuchi  pushes  for  Liberals  link 
By  Mtcftfyo  Hakanoto  in  Tokyo 

Keizo  Obuchi,  Japan's  prime minister.  left  Tokyo  for 

Europe  yesterday,  with 
explicit  Instructions  to  key 

members  of  the  ruling  Lib- 
eral Democratic  party  (LDP) 

to  finalise  talks  with  the 
opposition  Liberal  party  over 

forming  a   coalition. 
T   hope  you  do  not  drag 

out  the  talks  and  take  extra 

time,"  Mr  Obuchi  told  five 
LDP  tpams  assigned  the  task 
of  hammering  out  policy 

agreements  with  the  Liberal 

party. 

"We  must  establish  a 

coalition  government  by  the 

start  of  the  regular  Diet  ses- sion. An  agreement  by  the 
five  teams  is  necessary  for 

this.”  Mr  Obuchi  noted. 
His  remarks  highlight  the 

uncertainty  of  the  domestic 

political  situation  he  is- leav- 
ing behind  during  his  week- 

long  tour  of  France,  Ger- 
many and  Italy. 

With  just  12  days  to  go 

before  the  regular  Diet  ses- 
sion begins  on  January  19, 

the  prospective  partners  are 
bard  pressed  to  come  to 

terms  over  several  conten- 

tious Issues  that  have  held 

up  formation  of  the  coalition 
since  it  was  first  agreed  in 

November. 
Time  and  again.  Mr  Obu- 

chi has  had  to  reassure 
Ichiro  Ozawa,  Liberal  party, 

leader,  that  the  LDP  will 
stick  to  its  policy  agree- 

ments. Already,  the  ruling  party 
has  thrown  out,  whittled 
down  or  stalled  on  several  of 
the  original  policy  demands 

Mr  Ozawa  put  to  Mr  Obuchi 
as  conditions  for  farming  a 

coalition  government  and which  were  supposedly 

agreed  by  both  parties. 
The  two  most  important 

Issues  remaining  as  obsta- 
cles to  forming  a   coalition 

are  the  Liberal  party’s  pro- 
posal to  cut  the  number  of 

parliamentarians  by  50  each 
in  the  Upper  and  Lower 
Houses  of  the  Diet  and  allow 
Japan's  defence  forces  to 
play  a   bigger  role  in  UN 
peacekeeping  activities  than 
has  been  acceptable  under 
present  interpretations  of 
Japan's  pacifist  constitution. The  Liberal  party  Ls  also 
calling  tor  introduction  of  a 
system  whereby  Diet  deliber- 

ations are  held  between  Diet 
members  themselves,  to 

replace  the  current  process 
in  which  bureaucrats  answer 

Diet  questions. Mr  Ozawa  also  wants  to 

introduce  a   vice-minister 
system  and  reduce  the  num- ber of  public  servants  by  25 

per  cent.  But  there  is  strong 
resistance  within  the  LDP  to 

his  proposals,  making  it  dif- ficult in  consensus-oriented 
Japanese  politics  to  bridge the  gap. 

Late  last  night,  the  two 
parties  agreed  to  reduce  the 
number  of  parliamentarians in  the  Lower  House  by  lo 

per  cent,  or  50,  but  no  agree- 
ment was  reached  on  reduc- 

ing Upper  House  members by  50  as  well,  as  demanded by  the  Liberal  party. Nor  was  much  progress 
made  in  resolving  the  stale- mate over  one  of  the  most 
contentious  issues:  that  of 
the  role  of  the  self-defence forces.  In  addition  to  the  pol- 

icy gaps  between  the  two parties,  there  ls  personal friction. 
Some  LDP  members  still consider  Liberal  party  mem- 

bers. most  of  whom  defected 

from  the  LDP  five  years  ago. 

as  traitors.  Further.  Mr  Oza- wa’s return  to  the  LDP  fold 
has  fuelled  a   power  struggle 
within  the  LDP.  between 
conservative  members  who 
support  the  coalition  and more  liberal  elements  who 
appose  it. 
Depending  on  how  tt unfolds,  the  coalition  could 

hold  the  seeds  to  the  LDP's implosion.  But  it  is  unlikely that  the  talks  will  break 
down  altogether  at  this 

point. 

Failure  tu  form  a   coalition 
would  spell  political  disaster 
for  Mr  Obuchi.  who  has 
staked  his  personal  reputa- 

tion on  realism-;  the  alli- ance. 

Neither  does  the  Liberal 

party  have  much  to  look  for- 
ward to  ii  the  i ■dilution  col- lapses. Must  analysts  expect 

tlv  party  to  bo  devastated  in 
national  elections  which 

must  bi*  held  before  (XI  obor 

next  year. 

The  must  likely  oiiimme  is that  the  two  sides  will  cob- 
ble together  an  ambiguous 

compromise,  putting  off  real 
confrontation  for  tho  time 

being. 
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Liberty  Mutual  offshoot  quits  market By  Jta  Kelly  Fn  umdon 

Liberty  Re,  the  wholly 
owned  UK  reinsurance  sub- 

sidiary of  Liberty  Mutual 
Group  of  the  US  abruptly 
ceased  operations  yesterday 
in  a   bleak  indication  of  the 
state  of  the  London  reinsur- 

ance market. 
The  reinsurer,  headed  by 

ex-Mercantile  &   General  Re 
chief  executive  John  Enges- 
trom.  was  set  up  in  October 
1996  with  an  initial  capital 

base  of  £250m.  "This  is 
symptomatic  of  the  current 

state  of  the  market,"  g»»d  a leading  broker.  A   statement 

pointed  to  a   "background  of 
overcapacity  and  underprio- 
ing~in  the  reinsurance  mar- 

ket -   with  no  sign  of  any 
improvement  In  the  foresee- 

able future. 

Liberty  Mutual  said  cur- 
rent Libert  Re  policies  will 

remain  in  force  until  their 

expiration  dates  and  the 

company  win  meet  aU  of  its 

service  and  coverage  com- 
mitments to  policyholders. 

Edmund  Kelly,  president 
and  CEO  of  Liberty  Mutual, 
said  the  group  was  still  fbUy 
committed  to  the  London 

and  European  primary  mar- 
kets through  its  direct  UK 

operations  and  its  syndicates 
at  the  Lloyd's  market  It  has 
been  in  the  subscription 

market  for  35  years. 
Mr  Engestrom  will  leave 

Liberty  Re  and  Mr  Kelly  said 

be  had  tried  to  create  a   new 

company  in  what  turned  out 
to  be  "an  extremely  difficult 

if  not  impossible  market". 
Richard  Haxell,  chair™*"  of 
Liberty  Mutual  Insurance 

Company  UK  will  takeover 
responsibility  for  Libert  Re 

operations. 
Mr  Kelly  said  yesterday 

that  the  group  was  willing  to 
commit  capital  when  returns 

were  adequate.  “We  are 

more  than  willing  to  be 

patient  but  when  it  becomes 
clear  adequate  returns  are 

not  Hkdy  in  the  foreseeable 
future  we  win  redeploy  capi- 

tal and  resources  to  more 

productive  uses." 

The  Boston-based  group 

employs  29,000  people  world- 
wide in  500  offices  and  has 

more  than  $47bn  in  consoli- 
dated assets.  SS7bn  in  assets 

under  management  and. 

with  Sllbn  in  consolidated 

revenue,  ranks  mgnri  in  the 
Fortune  500. 

•   UK  pension  -funds returned  an  average  of  more 

tfr»n  i4  pop  rent  last  year  in 

"l  l*.  w   * 
Scottish  land  reform  stirs  old  emotions 

west  srtcuu 

Plans  to  make  it  easier  for  communities  to 
buy  estates  on  which  they  live  will  be  among 
the  first  proposals  the  Scottish  parliament 
will  examine.  James  Buxton  reports 
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It  is  a   measure  of  the  emo- tion aroused  by  land  own- 
ership in  Scotland  that  the 

government  intends  land 

reform  to  be  one  among  the 
first  legislation  passed  by 

the  country’s  new  parlia- 
ment, to  open  this  year  in 

Edinburgh,  the  capitaL 
Most  Scots  live  in  towns, 

and  tension  between  land- 

j   owners  and  local  people  is 
rare  in  the  thinly  populated 

Y*1  countryside. 

But  land  ownership 

remains  a   highly  conten- 
tious issue.  This  is  partly 

because  of  the  notorious 

“Highland  clearances"  in  the 
19th  century,  which  saw 
hundreds  of  thousands  of 

people  evicted  or  encouraged 
to  leave  the  land  on  which 
their  ancestors  had  often 
lived  for  centuries  for  the 

cities,  or  countries  such  as 
fianada  and  the  US.  hi  many 
cases  families  built  the 

homes  which  were  often 
burned  and  demolished  to 

create  large  estates  for  sheep 

farming  which  replaced  the 

traditional  cattle-rearing 
business. 

Jim  Hunter,  chairman  of 

Highlands  and  Islands 

..-Enterprise.  the  economic 
I   development  body  for  the 

vj  north  of  Scotland,  has  said: 

“Scots  as  a   whole  continue 
to  blame  landlords  both  for 

the  clearances  and  the  sub- 

sequent '   disintegration  of 
communities  which,  or  so 
most  Scots  consider,  should 

have  been  permitted  to  sur- 

vive." 

There  is  also  indignation 

at  a   system  under  which 
about  60  per  cent  of  rural 
Scotland  is  in  the  bands  of 

some  1,400  owners. 

The  situation  is  worsened 

for  many  Scots  by  the  fact 
that  some  of  these  owners 

are  English  rather  than  Scot- tish, or  from  continental 

Europe,  the  US  or  the 
East  They  are  often  absent 
from  their  properties  for  all 
but  a   few  weeks  a   year  and 

trade  their  properties  at  high 

prices  over  the  hearts  of  the 
land's  occupants. 

Resentment  has  grown  in 
the  past  decade,  fuelled  by  a 
few  landlords  whose  actions 
have  received  heavy  media 
attention. 

The  small  and  picturesque 

island  of  Bigg,  off  the  west 

Minister  stresses  links  with  N   Ireland 

Scotland  and  Northern 

Ireland  have  a   "unique 

opportunity"  to  forge  dose 
working  relationships  under 
the  Northern  Ireland  peace 

agreement,  the  UK 
government  believes.  Donald 
Dewar,  chief  minister  for 
Scotland,  and  Mo  Mowlam, 
chief  minister  for  Northern 

Ireland,  said  the  planned 

Brltfeh-lrish  Council  offered 

many  opportunities  for  new 
relationships  within  the 
British  Isles.  The  ministers 

met  ft  Glasgow,  Scotland,  to 

discuss  preparations  for  foe 
Scottish  parliament. 

Ms  Mowlam  said  it  was 

important  to  develop  new 

relationships  to  "boost 
co-operation  on  issues  of 

common  interest"  and  share 
ideas  on  Issues  that  affect 

ail  parts  of  foe  UK  and  foe 

Republic  of  Ireland.  She 
added:  "I  am  convinced  that 

foe  British- Irish  Council  will 
become  an  important  forum 
for. strengthening  the  finks 

between  all  parts  of  foe 
United  Kingdom  and 
Ireland.”  She  stressed  the 

close  family  and  historical 
finks  between  Scotland  and 

Northern  Ireland  and  said 

she  was  keen  that  foe 
consultative  steering  group  - 
an  all-party  body  drawing  up 

the  details  of  how 

Scotland's  parliament  wifi 
work  -   should  visit  Northern 
Ireland  to  exchange 

experience. 

coast,  was  bought  In  the  mid 
1980s  by  a   German  artist 
who  arrived  with  expansive 

promises  but  never  returned. 
The  large  and  relatively 
inaccessible  Knoydart  estate 
on  the  mainland  changed 
hands  frequently  before 

fy<T>g  purchased  by  an  entre- 
preneur facing  charges  of 

corruption  and  conspiracy  to 
rittfmnH 

Eigg  has  now  been 
acquired  by  its  inhabitants 
and  a   bid  is  being  put 

together  at  Knoydart,  In 

both  cases  with  outside 
backing. 

The  measures  outlined  by 

the  government  this  week 
should  make  it  easier  for 

community  groups  to  pur- 
chase the  properties  they 

inhabit  by  depressing  prices and  ranking  fends  available 

from  the  National  Lottery's 
New  Opportunities  fund. 

Donald  Dewar,  chi«f  minis- 
ter for  Scotland,  said  it  was 

not  necessarily  a   policy  “to 
break  up  the  great  estates, 

but  clearly  there  will  be 

movement”. 

Residents’  groups  would 
have  the  right  to  buy  estates 
on  which  they  lived,  when 

they  came  on  the  market,  at 

a   price  set  by  a   government- 
appointed  valuer.  This  price 
could  be  lower  than  another 

purchaser's  offer. The  outcome  could  over tirap  be  a   reduction  in  the 

number  of  private  estates 
that  cover  much  of  rural 

Spite  of  third  quarter  stock 
market  volatility  and  an 

overriding  sense  of  bearish- 
ness about  world  markets. 

Jane  Martinson  writes. 
Preliminary  figures  from 

WM  company,  the  perfor- 
mance measurement  group, 

found  the  average  fund  had 
benefited  from  rising  stock 

markets  in  the  west.  An 

average  return  of  13  per  cent 
for  funds  with  some  £450bn 

of  assets  under  management 

compares  with  a   20-year 
average  of  9   per  cent  and 
Inflation  of  significantly  less. 

Peter  Warrington,  a   direc- 

tor at  WM,  said:  "Everyone 

has  been  very  bearish  on  the 
markets  generally  but  if  you 

look  at  what  actually  hap- 

pened in  1998  it  could  be  one 

of  the  best  years  yet” The  strong  performance 

came  in  spite  of  the  fact  that 
the  average  fund  expected 

market  corrections  in  the 

period.  Funds  continued  to 
reduce  their  holdings  In  UK 

equities  last  year,  the  largest 
part  of  their  portfolios, 

largely  as  a   result  of  bearish- 
ness about  the  market.  WM 

estimates  that  the  average 
fond  now  holds  half  of  its 

assets  in  UK  equities,  the 
lowest  level  for  10  years. 
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Scotland,  especially  in  the 

Highlands The  Scottish  Landowners’ Federation  said  the  mea- 
sures were  an  excessive 

response  -   for  which  there 

was  little  public  support  -   to a   few  cases  of  bad  landlords. 

It  cautioned  against  the  gov- 

ernment using  taxpayers’ money  to  buy  properties  that 

were  not  gmnnmiraiiy  via- 

ble. 

It  also  questioned  what 
criteria  would  be  used  to 

determine  whether  a   land- 
owner’s behaviour  merited 

the  compulsory  purchase. 

Others  question  how 
widely  the  measures  are 
likely  to  be  implemented. 
“Very  few  estates  will 

appeal  to  their  local  commu- 

nities,” says  Colin  Strang 

Steel,  a   specialist  in  country 

property  with  Knight  Frank, 

the  estate  agent.  “Even  if community  groups  can  buy 
them  cheaply,  who  is  going 

to  pay  to  keep  them  going? It’s  a   well-known  feet  that 

Highland  estates  lose  a 

packet” 

He  also  said  it  would  be 
unfair  for  landowners  to 
have  to  sell  their  land  at  a 

price  dictated  by  a   govern- 
ment valuer  rather  than 

market  value. “It’s  not  very  different 

from  nationalisation,”  he 

added. 

This  article  is  the  third  in  a 
series  about  the  onset  of 

regional  assemblies  in  the 
UK. 

NEWS  DIGEST 

CAR  INDUSTRY 

Output  at  Nissan  factory 

rises  by  6.3%  to  record 
Output  at  the  Nissan  plant  in  north-east  England,  Europe's 
most  productive  car  factory,  increased  by  6L3  per  cent  last 
year  to  a   record  288.838  vehicles,  in  1986,  its  first  year  of 

production,  it  made  5,139.  Nissan  said  the  1998  record 

resulted  from  strong  European  demand  following  foe  Intro- 
duction of  a   new  Primera  estate  car  and  a   newly-styled 

version  of  the  Micra.  Since  1986,  Nissan  has  spent  £6.8bn 

(S1 1.4 bn,  €9.5bn)  on  components  with  200  European  sup- pfiers,  70  per  dent  in  foe  UK.  The  plant  has  been  judged 

Europe’s  most  productive  for  two  years  in  succession  by 
foe  Economist  intelligence  Unit.  In  1997,  foe  plant  made  a 

£77 .3m  pre-tax  profit 
•   VA  TECH  Reyroile.  a   north-east  England  manufacturer 
of  transmission  and  distribution  equipment  acquired  by 

Austrian-owned  VA  TECH  from  Rolls-Royce  last  Septem- 
ber, has  announced  90  redundancies.  It  blamed  foe  Asian 

market  downturn,  sterling’s  continuing  strength  and 

foe  UK  government’s  moratoriim  on  gas  power  station 
budding.  Chris  TIghe,  Newcastle  upon  Tyne 

UNIJ  TRUST  SCANDAL     

Ex-MGAM  chief  reprimanded 
Imro,  the  fond  management  watchdog,  ended  Its  role  In 

the  Peter  Young  unit  trust  scandal  yesterday  with  a   repri- 
mand for  Keith  Percy,  former  chief  executive  of  Morgan 

Grenfell  Asset  Management,  an  offshoot  of  Deutsche 

Bank.  A   reprimand  is  the  weakest  form  of  public  censure 

imposed  by  Imro.  The  affair  came  to  fight  ft  September 
1996  following  the  discovery  of  serious  irregularities  In  the 
running  of  unit  trusts  managed  by  Mr  Young,  foe  former 

star  fund  manager.  Mr  Percy,  sacked  by  Morgan  Grenfell 

in  1996,  said  he  "accepted  the  proper  responsibility  which 
must  fall  to  the  person  in  charge  of  any  business  when 

something  like  this  happens”.  But  he  added  that  the  Imro investigation  led  him  to  conclude  that  chief  executives 

should  not  rely  on  their  management  team  or  compliance 

staff.  Imro  retorted:  "You  can  delegate  functions  and 

responsibilities  but  you  can't  abdicate  all  rasponsibffity".  In settling  the  case,  Mr  Percy  agreed  to  four  regulatory 

breaches  that  largely  involved  a   failure  to  check  that 

investment  irregularities  ware  adequately  dealt  with.  Yes- 
terday's announcement  allows  Mr  Percy  to  resume  a   frjUy 

registered  job.  He  is  set  to  become  a   director  of  SG  Asset 
Management  Jane  Martinson,  London 

GOVERNMENT  SPENDING 

MPs  attack  defence  contracts 
The  Ministry  of  Defence  is  severely  criticised  today  by  the 

House  of  Commons  public  accounts  committee,  which 

says  a   £3 bn  ($5 bn.  €4 .2 bn)  cost  overrun  on  25  big  pro- 

curement projects  is  “unacceptable".  The  committee  com- 
plains that  foe  MoD  "could  give  us  no  sense  of  foe  speed 

or  scale  of  improvements  they  hoped  to  achieve  ft  relation 

to  cost  control”.  It  attacks  foe  ministry  for  failing  to  extract 
adequate  damages  from  contractors  for  problematic 
equipment  The  ministry,  acknowledging  the  PAC  had 

found  “management  of  major  projects  is  weak  in  almost 

every  respect”,  sad  its  streamlined  procurement  initiative 
was  tackling  the  weaknesses.  Alexander  K&coD,  London 

mg  rules  out  ministers 

Euro  policy  will 
remain  on  track, 

premier  insists 
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By  Robert  Fasten,  Poetical 
Editor,  ft  Pretoria 

Tony  Blair,  the  UK  prime 
minister,  denied  yesterday 
that  the  resignation  from  his 

government  last  month  of 

_   Peter  Mandebon,  an  enthusi- 
M   astic  supporter  of  the  Euro- 
JL  pean  Union,  would  weaken 

the  government's  support  for 
monetary  union. 
Mr  Mandelson,  a   leading 

Blair  ally  in  the  governing 

Labour  party,  quit  after  dis- 
closures about  a   loan  he  had 

received  from  another  minis- 
ter. 

Stephen  Byers,  Mr  Mandel- 
son’s  successor  as  chief 
trade  minister,  had  been 
instructed  to  deliver  to  big 

companies  the  same  message 

as  that  given  by  Mr  Mandel- 
son:  that  the  government 
was  determined  to  make  the 

necessary  preparations  for 

joining  the  euro.  But  Mr 
Blair  also  made  clear  he 

would  not  be  rushed  into 

joining. 

The  prime  minister  tried 

to  draw  a   line  under  his  gov- 

ernment’s worst  two  weeks 

by  insisting  his  cabinet  was 

"ideologically  united”  and 

^denouncing  suggestions  of  a
 

jfrlft  with  Gordon  Brown, 
chancellor  of  the  exchequer. 

These  domestic  concerns 

dominated  the  first  day  of 

his  official  visit  to  South 

Africa,  the  primary  purpose 

of  which  is  to  cement  rela- 
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tions  with  Tbabo  Mbeki, 

South  Africa’s  deputy  pram- 
dent  He  is  widely  expected 

to  succeed  Nelson  Mandela 

as  president  later  this  year. 

•   Tbe  UK’s  economic  slow- 

down appears  to  have  wors- 
ened in  the  final  weeks  of 

last  year,  with  one  in  four 
service  sector  companies 

reporting  a   fall  in  their 
workload  during  December, 

Richard  Adams  writes.  The 

latest  sarvey  of  the  services 

industry  also  found  the  sec- 
tor was  shedding  jobs  for  the 

first  time  since  the  Char- 
tered Institute  of  Purchasing 

and  Supply  began  conduct- 
ing its  monthly  poll  in  1996. 

The  institute  surveyed  500 

companies,  covering  busi- 
ness conditions  in  nearly  a 

third  of  the  UK  economy, 
see  editorial  comment 

Anti-republican 

group  bombs 
NI  sports  club 
FT  Raportera  and  agencies 

A   dissident  “loyalist" 
paramilitary  group  yester- 

day claimed  responsibility 
for  a   bomb  attack  on  a 

Gaelic  football  dub  in  North- 
ern Ireland. 

One  man  was  injured  in 

the  explosion  at  Magherafelt 
in  the  centre  of  the  region.  It 
was  the  second  bombing 

claimed  by  the  Orange  Vol- 
unteers, whom  republicans 

accuse  of  being  a   flag  of  con- 
venience for  the  vehemently 

anti-republican  Loyalist  Vol- 
unteer Force. 

Last  month  the  LVF 
became  the  first  terror  group 

in  Northern  Ireland  to  start 

dismantling  its  arsenal, 
when  it  delivered  a   number 

of  guns  to  the  international 
decommissioning  body  for 

destruction.  But  Sinn  Ffitn, 

the  political  wing  of  the  Irish 
Republican  Army,  says  the 

Orange  Volunteers  is  a   front 
for  the  continued  activity  of 
tbe  LVF,  which  Is  nominally 

on  ceasefire. 

Tbe  group  said  it  planted  a 
booby-trap  bomb  in  the 
grounds  of  the  club  in 
County  Londonderry.  It 

exploded  at  midday  yester- 
day, slightly  injuring  a 

workman.  The  Orange  Vol- 
unteers last  month  said  a 

bomb  attack  on  a   bar  had 

been  “an  attempt  to  assassi- 
nate a   senior  IRA  com- 

mander who  drinks  in  the 

bar”.  When  the  organisation 
announced  its  creation  in 

November,  it  issued  a   state- 
ment saying:  “Our  members 

are  practising  Protestant 

worshippers.  We  are  pre- 
pared to  defend  our  people 

and  if  it  comes  to  the  crunch 

we  will  assassinate  the  ene- 
mies of  Ulster.  Ordinary 

Catholics  have  nothing  to 

fear  from  us,  but  the  true 

enemies  will  be  targeted” 
Meanwhile  the  govern- 

ment of  the  Irish  Republic 
was  criticised  after  it 

emerged  that  a   security  van 
from  which  thousands  of 

pounds  were  stolen  on  Mon- 
day had  been  travelling 

through  Dublin,  the  capital, 
without  an  escort 

The  Brinks- Allied  security 
van  contained  IRE  1.2m 

$L8m,  €2m)  cash  after  col- lecting money  from  up  to  30 
banks  in  Dublin  when  it  was 
rammed.  Five  men  loaded 

some  of  the  contents  into 

their  getaway  car.  which 
then  broke  down,  prompting 

them  to  steal  another  car 
and  shoot  tbe  man  inside 
who  resisted.  He  was  not 
seriously  hurt 

Police  suspect  the  Conti- 
nuity IRA  -   the  rally  republi- 

can paramilitary  group  not 

on  ceasefire  -   may  have 
been  behind  the  robbery. 
The  men  wore  Oak  jackets 

and  carried  AK  47  rifles  -   a 
weapon  associated  with 

republican  paramilitaries. 

BRITISH  PSYCHOLOGICAL  SOCIETY  RESEARCHERS  RE
PORT  SHIFT  FROM  EUROPEAN  APPROACH 

US  management  ideas  ‘take  hold’ 
By  Richard  Donkin  ft  Blackpool 

British  managers  are 

emulating  their  US  counter- 
parts and  moving  away  from 

European  management 

styles,  researchers  reported 

yesterday. 4'?  The  study,  published  at 

i   .fthe  British  Psychological 

■   Society’s  annual  occupa- 

tional psychology  confer- 

ence, looked  at  the  manage- 

ment styles  of  310  US  and 

European  managers. 

Many  of  the  differen
ces 

between  UK  and  US  mana
g- 

ers during  the  1970s  and 

1980s  have  disappeared, 

according  to  research  by 

Professor  Peter  Lawrence  of 

Loughborough  University 

and  Barbara  Senior,  a   man-
 

agement lecturer  at  Nene- 

University  College,  North-
 

ampton. 
Earlier  studies  contrasted 

the  "quaint  and  dubby"  rep
- 

utation of  UK  managers  with 

that  of  the  meritocratic  
hire- 

and-flre  culture  of  their  US 

counterparts,  said  Ms  Seni
or. 

rihanging  attitudes  in  the 

Thatcher  era,  however, 

shifted  British  management
 

towards  the  US  modeL  But 

differences  still  remained, 

she  added. 
"American  managers  like 

to  work  in  a   sy sterilised, 
ordered  way.  They  have 

manuals  on  everything  and 
much  more  paperwork.  They 
still  have  a   hankering 
towards  bureaucracy  and 

they  are  less  concerned  with 
consultation  and  participa- 

tion than  their  British  coun- 

terparts,” said  Ms  Senior. 
But  sy  eternised  manage- 

ment bad  now  taken  hold  in 

UK  companies,  she  said. 
Other  US  ideas  moving  into 

UK  companies  included 

more  frequent  profit  report- 
ing, a   concentration  on 

shareholder  value  and  con- 

cerns for  short-term  perfor- 
mance,- the  report  added. 

The  study  found  for  mare 
differences  between  British 
and  continental  European 

management  styles.  The 

French,  in  particular,  she 

said,  maintained  a   strong 
recognition  of  hierarchy  and 
stains. 

“If  1   was  -   lecturing  in 

Fiance  I   wouldn’t  carry  my 
handouts  into  tbe  classroom 

myself;  somebody  else 
would,”  she  said. 

January 1999 

A&Le  sm*T5. 

4%Te£*fYN  
sr 

MON  TUE  WED  THUR  FRI 

ALfZeD 

SALE  sta
rts. 

s   rpyal  excH****
 

5 6 7 8 9 

10 

11 

12 13 

14 

15 

16 

17 
18 19 20 

21 

22 

23 

24 

25 

26 

27 

28 

/30> 
31 

PoYAL  ex
CHA/i^e 

£rJOS. 

jiggeM w   sr 
SAce  £Nt>s 

. 

ALFRED  DUNHILL 
LONDON 

For  further  information  tel:  0171  290  8600 

i 

i 

r‘r 

t 





FINANCIAL  TIMES  THURSDAY  JANUARY  7   1999  ★ 
9 

THE  ARTS 
CINEMA 

;   A   colourful 
tribute  to 
Hitchcock 
Nigel  Andrews  confesses  that  he  had 
become  all  steamed  up  over  nothing 
A   film  critic  feels  he  must  be 
Hie  a   military  commander. 
"Men,  we  shall  take  our 

opinions  that  way  -   charge*" 
He  should  never  say,  “Men, 
we  go  that  way;  on  second 
thoughts  it  might  be  better 
this  way;  hang  on,  let  me 
think  about  this  a   moment” 
Before  you  know  it  Napoleon 
has  become  Hamlet,  and  to 
mix  Shakespeare  plays 
I-dare-not  waits  upon I-would. 

Take  Psycho.  How  can 

anyone  have  a   simple  opin- 
ion about  the  most  complex 

PSYCHO  
 

Gus  Van  Sant 

LrrfLE'voioE Mark  Herman 

pi  
 

Dairen  Aronofsky 

THE  SIEGE
   

iv 
7-" 

cine-proposition  of  the 
moment?  When  Gus  Van 

Sant  announced  his  decision 

to  remake  Hitchcock's  clas- 
sic shot  for  shot,  though 

updated,  recast  and  In  col- 
our, commentators  including 

me  went  into  flabbergasted- 

of-Fleet  Street  mode.  What’s 
the  point?  What  a   nerve. 
What  an  idea.  And  so  on. 

Then  a   few  brave  counter- 

souls said.  “Hey,  man.  But 

it's  just  like  a   film  equiva- 

lent of  conceptual  art  It’s 

the  thought  that  counts’.’1 We  were  prompted  to  see 

Psycho  as  cinema's  equiva- lent to  a   shark  in  formalde- 

hyde, upsetting  but  also 
intriguing,  challenging  and 
new-frontier. 

.   -   Such  voices  have  a   point 
I   This  oddity  from  the  maker 
of  Drugstore  Cowboy ,   My 

Own  Private  Idaho  and  Good 

Will  Hunting  is  all  those 

things,  though  it  seems  to 
me  more  like  an  Andy 

Warhol  soup  tin:  devoutly 
lookalike.  defiantly  gnomic, 

pop-iconic,  and  with  its  own 
weird  dignity  and  even  lika- 
bility.  The  logic  is  sound  too. 

Since  people  don’t  see  Hitch- 
cock's film  at  the  cinema 

any  more,  just  on  TV  or 
video,  why  not  let  them  have 
a   large-screen  experience 
refashioned  for  the  late 
1990s?  The  original  wifi  stffi 
be  around:  it  is  preserved. 
inter  aha,  in  the  Library  of 

Congress. 
The  changes  made  by  Van 

Sant  are  Hew  but  mnltklirec- 
tionaL  Instead  of  Janet 

Leigh's  boldly  defined 

Marion  Crane,  a   late- '50s sensualist  with  a   dash  of 

pre-feminism ,   we  have  Anne 
Heche  playing  a   jittery  Miss 
Town  Mouse  who  decides  to 

jump  the  treadmill.  Gy  con- 

trast, Anthony  Perkins’s masterclass  in  flakiness  as 

Norman  Bates  -   a   virtuoso 
with  twitches  and  stammers 

-   is  replaced  by  Vince 

Vaughn's  more  muted  mod- 
ern-day anti-hero,  with  his 

leaky-tap  giggle,  batrachian 
eyes  and  subtly  upturned 

top  lip.  (Van  San  lights  from 
below  to  pick  out  this  fear 

tore,  half-sensual  half-sinis- 
ter). 

Meanwhile  John  Gavin 

and  Vera  Miles,  super- 

squares  in  the  first  film  as 

Marion's  boyfriend  and  sis- 
ter, are  improved  on  by 

creepy  he-man  Viggo  Mor- 
tensen  (of  A   Perfect  Murder) 

and  counter-culturish 
Julianne  Moore,  trailing 

clouds  of  neurasthenia  from 

Safe  and  Boogie  Nights. 
Everyone  who  dies  does  so 

Hltchcock-style,  from  Heche 
expiring  in  the  shower  in  a 
stroboscopy  of  rapid  cutting, 

to  William  H.  Many’s  detec- 
tive Arbogast  walking  back- 

wards down  the  stairs  pur- 

sued by  a   kitchen  knife.  Van 
Sant  sometimes  inserts  a 

grace-note,  like  the  cub-ins  of 
stormy  doudscape  in  the 
shower  scene.  And  the  Bates 

house  is  not  the  Gothic  folly 

now  cheapened  by  familiar- 
ity (you  can  still  see  it  on 

the  Universal  Studio  tour) 

but  a   drabber,  darker,  nas- 
tier blockhouse  in  brick, 

grime  and  stunted  gable. 
I   found  the  film  absorbing. 

Colour  alone  lends  a   new 
dimension.  Van  Sant  has 
heraldic  fun  pitting  the 
crime-enhanced  new  dawn  of 

Marion’s  lift  -   nervously 
assertive  in  a   costuming  of 

reds  and  oranges  -   against 

-r,  '   V   :;j-  ■ 

•   -i- 

Shot  for  shot,  updated  and  recast  an  absorbing  remake  of  'Psycho1  by  Gus  Van  Sank  Anne  Heche  takes  the  Janet  Leigh  role 

the  greens  of  Norman,  evok- 
ing nature  and/or  mildew. 

By  finale  time,  when  the 
police  psychiatrist  (a  nice 

turn  from  Jackie  Brown's Robert  Forster)  delivers  his 

over-explication  of  Norman's mind  -   a   speech  treated 

here,  as  surely  in  Hitchcock, 

as  a   joke  -   and  Norman  does 

his  “won’t  hurt  a   fly"  skull- 
grin.  we  feel  anything  but 
cheated.  This  Psycho  pays 

the  old  Psycho  the  tribute  of 
not  letting  it  alone.  Any 
durable  classic  should  be 

able  to  withstand  time’s bombardments  of  homage, 

satire,  pastiche,  even  aes- 
thetic vandalism.  And  what- 

ever else  Van  Sant  Is,  be  is 
no  vandaL 

■* 

Little  Voice  is  written  and 

directed  by  Mark  Herman,  of 

Brassed  Off,  from  the  hit 

play  by  Jim  Cartwright.  I 
never  saw  this  hit  play  but 

the  first  word  must  have 

been  operative.  In  the  film  I 

felt  assaulted  by  everything, 

from  Brenda  Bletbyn's  ban- shee mother  -   the  Yorkshire 
accent  could  be  prosecuted 

for  criminal  ear  damage  -   to 
the  sentimental  convulsions 

of  a   plot  in  which  reclusive 
but  impersonation-gifted 
daughter  Jane  Horrocks 
“finds  her  voice"  one  night 

on  a   club  stage  but  won't  go 
back  again  and  be  exploited, 
having  also  found  (ahh!)  her 
souL  She  can  now  bum  the 

Garland,  Dietrich  and  Bas- 
sey  records  that  she  and  her 
late-worshipped  father  so 

loved. 
Michael  Caine  has  a   whale 

of  a   time  as  Horrocks’s  brief 
agent-manager,  while  every- 

one else  in  the  cast  ends  up 

beached.  Caine  knows  how 
to  avoid  being  thrown  in  on 

the  tide  of  mushy  inspira- 
tionaiism.  He  looks  bom  Co 

vulgarity,  especially  in  his 

gold  medallion  and  floral 
dressing  gown  ensemble,  yet 
he  acts  with  more  calibrated 

wit  than  anyone.  That 

includes  Ms  Horrocks,  tire- 
somely  timorous  except  with 
the  showbiz  vocals,  and 
Ewan  MacGregor  flitting 

through  briefly  as  her 

pigeon-rearing  admirer. 
Pigeons  -   get  it?  Flight  and 
freedom?  Symbolic?  It  is  that 

kind  of  film. 
Pi  is  a   movie  about  how 

mathematics  can  drive  you 

mad.  made  on  a   budget  any 

producer  could  stay  sane 

with:  $60,000.  Whether  writ- er-director Darren  Aronofsky 

stayed  sane  is  another  mat- ter. The  film  looks  like  a 

Rorschach  test  gone  berserk. 

Black  and  white  photogra- 

phy. spider-trampled  in 
appearance,  Is  the  medium 
for  this  fable  of  a   semi- 
crazed  maths  wizard  (played 

by  co-scenarist  Sean  Gul- 
lette)  who  is  convinced  that 
complex  number  patterns  lie 

behind  stock  market  move- ments. In  turn  a   giant 
Hasidic  conspiracy,  chasing 

him,  thinks  that  a   secret 
number  sequence  defines  the 

very  identity  of  God. 
Pi  was  all  but  guaranteed 

cult  status  after  winning 

Best  Director  prize  at  the 

barometric  Sundance  Film 
Festival.  It  is  a   mess,  but  a 

mess  with  panache.  It 
labours  the  obvious:  real 

bugs  symbolising  computer 

bugs,  a   milk  spiral  in  coffee 
once  again  standing  in  for 

Chaos  Theory.  (Could  some- 
one please  find  a   new 

image.)  But  it  also  enjoys  its 
silent-movie  looks,  its  richly 

gestural  acting  and  what 

seems  a   genuinely  passion- 

ate obsession  with  the  wis- 
dom of  Pythagoras.  Yon  do 

not  get  that  kind  of  amour 
fou  in  the  average  popcorn month. 

New  York  falls  victim  to 
Islamic  terrorism  in  The 

Siege  and  calls  in  the  army. 
Head-and-shoulders  TV  shots 

of  Bill  Clinton,  the  rest  of 
him  no  doubt  surrounded  by 

doctors  taking  DNA  samples, 

rap  out  presidential  sound- bites. And  Denzel  Washing- 
ton (FBI).  Annette  Benin# 

(CIA)  and  Bruce  Willis 

(Army)  squabble  over  who 
should  take  charge  in  fight- 

ing these  guys  with  dish- cloths on  their  heads  (the 

script’s  ethnic  slur,  not 
mine). 

This  could  have  been  an 
intelligent  political  action 
movie.  We  would  like  to 
know  who  controls  America 
in  a   terrorist  emergency, 

since  compared  to  Britain 

the  place  is  a   virgin  In  such 
matters.  But  under  Edward 

Glory  Zwick’s  direction  there is  too  much  puffing  and 
blowing  and  shouting;  too 

many  chases  for  their  own 
sake;  and  too  much  of  Willis, 

furrowing  action-hero  eyes 

to  represent  the  comic-strip 
response  to  emergency  while 
Washington  and  Bening  try 

-   foolish,  wistful  folk  -   to 

act 

Coward  at  his  most  masterful 
THEATRE 

ALASTAJR  MACAULAY 

A   Song  atTwBght 

King's  Hoad  Theatre,  London  N1 

The  Nofel  Coward  centenary  is  off 

to  a   bracing  start  with  this  revival 

of  his  seldom-seen  hut  excellent 

1966  play  A   Song  at  Twilight  a 

play  that  is  honest  and  morally 
precise  where  Coward  was  (in 

public)  usually  evasive  and  frivo- 
lous. 

This  is  one  of  Coward’s  few  por- trait-of-the-  artist  plays.  At  first  it 

seems  like  a   20-years-on  variation 

on  Present  Laughter,  his  most  sur- 

efire portrait-of-the-artist  comedy. 
The  celebrated  Sir  Hugo  Latymer, 

now  entering  old  age,  is  seen  at 
home;  his  wife  Hflde  doubles  as 

his  secretary;  his  old  flame  Car- 
lotta  Is  expected  for  dinner,  a 

handsome  waiter  is  in  attendance. 
The  whole  thing,  at  first  feels  like 
a   chamber-scale  pr§ds  of  known 
Coward  effects. 

Gradually,  however,  A   Song  at 

Twilight  disarms  the  audience  by 
becoming  something  quite  unlike 

any  previous  Coward  play.  It  is 

about  character,  sexuality,  hon- 

esty, understanding,  and  repres- 

sion; and  it  unfolds  like  some- 
thing by  Ihsen,  full  of  suspense  as 

it  discloses  the  surprising  past  of 

its  protagonist  and,  more  surpris- 
ingly, addresses  the  ethical  and 

psychological  implications  of 
these  disclosures. 

What  does  happen  next  - 1   refer 
not  to  the  actual  plot  but  to  its 

implications  -   is  that  (a)  Sir  Hugo 

is  revealed  as  a   long-closeted 
homosexual;  (b)  his  long  years  of 

denial  and  of  vaunted  heterosex- 
ual inclinations  are  shown  to 

have  turned  his  talent  from  a   pen- 

etrating vision  into  mere  effective- 
ness; (c)  his  cruel  defensiveness  is 

shown  to  have  made  him  a   friend- 
less misanthrope. 

The  actual  germs  of  the  play 
were  twofold:  one,  the  comic  story 

of  bow  Max  Beerbohm  found  him- 

self exhausted  when  his  energetic 

old  flame  Constance  Collier  revis- 
ited him  one  evening;  and  two, 

the  more  sinister  and  long-term 

story  of  Somerset  Maugham's  life- 
long repression  and  misogymstic 

pretence  at  heterosexuality.  But 
Coward's  handling  of  this  basic 
material  really  shows  him  to  have 

been  what  he  was  so  long  nick- 
named: The  Master. 

There  are  a   few  imperfections: 

for  example,  Carlotta  seems 
unsure  of  whether  Sir  Hugo  is 

now  a   profound  or  superficial  art- 
ist More  important,  the  conclu- 

sion -■  accepted  by  all  present  on 

stage  -   that  Sir  Hugo's  one  great 
homosexual  affair  need  not  be 

made  public  because  it  was  squan- 
dered on  "a  creature  of  little 

merit"  is  really  horrid.  Yet  one 
forgives  them  because  Coward 
ends  the  play  with  Sir  Hugo  at 

last  coming  out  of  denial.  No,  this 
is  not  a   Gay  Pride  ending.  But  it 

is  psychologically  impressive,  and touching. 

The  King’s  Head  revival  is 

directed  by  a   Coward  expert,  Sher- 
idan Morley,  and  it  holds  the  full 

attention.  Everyone  speaks  their 
lines  with  unusual  musical! ty, 

and  the  play  blooms  accordingly. 
Corin  Redgrave  plays  Sir  Hugo 

and  Nyree  Dawn  Porta-  plays  Car- 
lotta. Theirs  are  not  ideal  perfor- 

mances: it  is  hard  to  see  Redgrave 

as  an  ill,  old  writer  who  has  been 
repressing  his  gay  core,  or  Porter 
as  a   femme  fatale.  But  it  is  very 
touching  to  see  that  she  gives  a 

subtle  and  complex  performance. 

As  does  Redgrave;  both  of  them 

spring  many  expressive  surprises 
in  their  delivery.  There  should  be 
greater  tension  between  them  at 
numerous  points,  and  yet  Porter 
makes  a   virtue  out  of  her  very 

fragility  and  short-breathed  style, 

as  does  Redgrave  from  his  blus- 

tery forcefulness. Matthew  Bose  has  the  physical 

and  expressive  style  to  make  an 
impression  as  the  waiter;  but  one 
does  not  believe  in  a   half-Italian 

who  mispronounces  “Giovanni". The  evening's  most  splendid  per- 

formance is  that  of  KlXa  Mark- 

ham as  the  put-upon  but  resource- ful Hflde.  How  gratefully,  in 

Coward's  many  Coward  vehicles. 

Coward  wrote  for  the  non-Coward 
characters.  One  admires  him  all 
the  more  for  that 

Magical bonbons 
BALLET           

CLEMENT  CRISP 
The  Nutcracker 

Lyceum  Theatre,  Louden 

Birmingham  Royal  Ballet 
has  been  installed  for  a 

Christmas  season  at  The 
Lyceum  in  London  with,  of 
course.  The  Nutcracker.  This 

news  might  be  greeted  with 

some  despair,  were  it  not  for 

the  (act  that  Peter  Wright’s 
staging  Is  so  deUghtflaL  so 

apt,  so  sensitive,  and  that BRB’s  dancers  give  it  such 

loving  attention.  I   went  to 
the  matinee  performance  on 
Tuesday  -   just  before  Epiph- 

any, when  such  YnleUde 
decorations  should  be  taken 

down  -   and  was  as 
delighted  as  ever  by  what  I 

saw.  (The  seeing  of  it  by  no 
means  easy  In  the  Lyceum, 

whose  stalls  are  not  well 
raked.  Santa  alone  knows 

how  some  of  the  lots  who 
were  having  their  seasonal 
treat  managed!  Still,  they 

had  the  consolations  of  the 
theatre's  lurid  decoration, 

all  gilt  and  raspberry-sorbet 

blush,  like  Mae  West's  Idea of  Le  Petit  Trianon.) 

Among  the  several delights  of  the  performance 
-   bow  well  BRB’s  dancers 

maintain  their,  and  our, 

interest  In  the  action  -   were the  debnts  of  two  young 

dancers  in  leading  roles. 

The  Sugar  Plum  was  taken 
by  Nao  Saknma,  very  pretty, 

very  easy  In  style,  delightful 
in  setting  out  the  dance. 
Nothing  is  asked  of  the 

Interpreter  save  technical 
grace,  and  this  Sakuma  gave 
us  without  seeming  effort. 

The  dance  was  grateful  and 

natural  as  bird-song.  Charm- 
ing the  way  she  phrased  and 

paced  movement  -   and  how good  to  see  the  authentic Ivanov  choreography  for  the 

celesta-ringing  solo  -   and irresistible  her  air  of  gentle 
authority  In  the  part. 

A   happy  debat.  No  less  so 
that  of  Chi  Cao  as  her  cava- 

lier. I   have  reported  with 

much  pleasure  on  Cao's 
dancing  since  bis  appear- 

ance in  a   Royal  Ballet 

School  graduation  perfor- mance a   few  year s   ago. 

Every  role  1   have  seen  him 
take  has  been  enhanced  by  a 

precise  and  admirably 
formed  classic  style.  He  is 

not  tall  for  a   balletic  cava- lier. but  his  dancing  has 

grand  dimensions,  horizons, 

a   largeness  of  means  that 
are  the  signs  of  a   true  pre- 

mier danseur.  In  the  some- 
what blank  conditions  of 

Nutcracker’s  grand  pas  de 

deux,  Cao  created  real 
excitement  by  the  buoyant 
clarity  of  his  dancing  and  by 

Us  beautiful  finish  -   exact 
fifth  positions;  harmonious 

placing  of  the  torso;  true nobility.  Here  was  dancing 
of  rare  academic  distinction 

-   to  delight  purists  -   but 
also  warmed  by  the  fire  of 
theatrical  expression.  We 

can  anticipate  splendid 
things  from  him. 

For  the  rest,  the  compa- 
ny's dancing  was  whole- 

hearted, warm-hearted.  The 
magic,  and  it  is  a   staging 
full  of  magic,  worked  Its 

spell,  and  at  a   season  when 

Good  King  Herod’s  view  of Infant  care  seems  especially 

attractive,  the  child  per- 
formers from  the  Royal  Bal- 

let School  were  well-man- nered! and  well  worth watching. 

INTERNATIONAL 

Arts 
Guide 

'   ̂AMSTERDAM 

EXHIBITION 

Rqksmuseuni 
Tel:  31-20-673  2121 
The  Festival  of  Lithography: 

celebration  of  the  200th 

anniversary  of  the  discovery  of 

lithography.  The  exhibition 

consists  erf  works  from  the 

collection,  including  lithographs 

by  Toulouse-Lautrec,  works  by
 

Cezanne,  Manet,  and  Dutch 

artists  including  Van  Gogh;  to Jan  10 

CHICAGO 

EXHIBITION 
Art  Institute  Of  Chicago 

Tel:  1-312-443  3600 

www.ardc.edu 

Mary  Cassatt:  Modem  Woma
n. 

«(125  paintings,  drawings  and prints  by  the  only  America
n 

invited  to  exhibit  in  the 

Impressionist  exhibition
s  in  Paris. 

Closely  associated  with  Deg
as, 

Monet  and  Ptsamo,  rn  late
r  fife 

•   she  became  a   celebrated 

\   collector  and  patron.  The  sho
w 

will  travel  to  Boston  and 

1   Washington  later  this  yean  to 

Jan  10 

COLOGNE 
OPERA 

Oper  der  Stadt 
Tel:  49-221-221  8240 
Die  Vogel:  first  modem  staging 

for  Walter  Braunfels’s  opera. Premiered  in  1920,  It  was  banned 

by  foe  Nazis  and  largely 
forgotten  until  a   recent  recording. 

This  production  fe  conducted  by 
Bruno  WeiU  and  staged  by  David 
Mouchtar-Samorai;  Jan  8 

COPENHAGEN 
exhibition 
Louisiana  Museum  of  Modem 

Art,  Humlebaek Tel:  45-4919  0719 

wwwJouisiana.dk 
Joan  Mlrfc  major  retrospective  of 

the  Spanish  Surrealist  painter 
comprising  140  paintings, 

drawings  and  sculptures, 

including  works  borrowed  from 

the  artist's  family  since  the 
exhibition  was  shown  In 

Stockholm  over  the  summer:  to 

Jan  10 

HAMBURG 

EXHIBITION 

Kunsthaile  ,   _   _ 

Kandinsky,  Chagall.  Malevich 
 and 

the  Russian  Avant-Garde:  sho
w 

tracing  foe  art  movements 
between  the  Russian  revolution

s 

of  1005  and  1918,  and  focusing 

on  attempts  by  artiste  to  fuse 

aspects  of  folk  culture  with 

Western  modernism.  Many  of  t
he 

1(X)  works  on  display  are  on  loan
 

from  Russian  museums;  to 

Jan  10 

LONDON 
CONCERT 
Barbican  Hafl 
Tel:  44-171-638  8891 

London  Symphony  Orchestra: 
conducted  by  Ryusuke  Numajiri 

in  works  by  Sarrt-Sa&ns  and 
Tchaikovsky,  as  well  as  the  UK  • 

premiere  of  Sofia  GubaidLrfrna's 
The  Canticle  of  the  Sun'. 
Featuring  cello  soloist  Mstislav 
Rostropovich;  Jan  13 

EXHIBITION 

Victoria  and  Albert  Museum 

Teh  44-171-938  8500 

Aubrey  Beardsley:  more  than  200 
drawings,  prints,  posters  and 

books  created  during  the  brief 

period  of  foe  artist's  fame.  A 
member  of  the  fin-de-siecle 
avant-garde,  Beardsley  left.  ̂2?$;  EXH^ffl^QNS 

Tel:  44-171-9 28  2252 

Betrayal;  by  Harold  Pinter.  Trevor 
Nunn  directs  Pinter's  1978  play, 
with  a   cast  including  Anthony 

Calf  and  Imogen  Stubbs; 

Lyttleton  Theatre; 
Jan  8,  9. 11. 12 

LOS  ANGELES 
OPERA 

L-  A.  Opera,  Dorothy  Chandler 

PavfGon 
Tel:  1-213-972  8001 
www.laopera.org 

Madams  Butterfly;  by' Puccini. 
Conducted  by  Marco  Guktaririi 
and  directed  by  Christopher 

Harlan.  With  a   cast  Including  * 
Yoko  Watanabe,  Richard  Leech 

and  John  Atkins;  Jan  10,  -13  ' 

"new  YORK 

England  for  Dieppe  following 

Wilde's  disastrous  libel  action 
and  subsequent  imprisonment  in 
1895.  The  exhibition,  which 
arrives  in  London  after  touring  in 

Japan,  marks  the  centenary  of 
Beardsley's  tragically  early  death, 

aged  25;  to  Jan  10 

THEATRE 

Albery 

Tel:  44-171-878 1115 
Mr  Puntila  and  his  man  Math; 

Kathryn  Hunter's  production  of 
Brecht’s  satirical  comedy  moves 

from  its  October  run  in  the 

Almeida  Theatre  to  the  West 
End.  Com  ic  duo  Sean  Foley  and 

Hamfcsh  McCofl  play  the  title 
roles;  Jan  7, 8, 9 

National  Theatre 

Guggenheim  Museum  SbHo 

Tel:  1-212-423  3500 

vAvw.gvggenhelm.org  ,   ■ 
■   Premises:  Invested  Spaces  .in  • 
Visual  Arts,  Architecture  &   Design 

from  France,  1958-1998,.  ‘ 
Exploration  of  the  different  ways  - in  which  artists  have  engaged 

with  space.  Display  ranges 
across  installation,  film,  video, 

photography  and  architecture. 
Includes  works  by  Yves  Klein,  Le 

Corbusier,  Louise  Bourgeois- and 
Sophie  Calls;  to  Jan  10  ... 

Metropolitan  Museum  of  Art 

Tel:  1-212-879  5500 

wwwjnetmu8eum.org'  “ 

The  Nature  of  islamfc.Orriamenit, . 

Part  H:  Vegetal  Pattems,'  Second 
in  a   four-part  series  on  istamlc  ' ornament  from  the  9th  to  foe 

18th  century.  Includes  rare 
brocades  and  carpets;  to 

Jan  10 

Pierpont  Morgan  Library 
Tel:  1-212-685  0008 

Master  Drawings  from  The  State 
Hermitage  Museum,  St 

Petersburg,  and  The  Pushkin 
State  Museum  of  Fine  Arts, 
Moscow.  120  European  drawings 

dating  from  the  15th  to  foe  20fh 
centuries,  some  of  which  have 
never  before  been  exhibited 

outside  Russia.  Includes  works 

by  Rembrandt  and  DQrer,  with 
particular  emphasis  on  the 
modernists  Matisse  and  Picasso; 

to  Jan  8. 

OPERA 

Metropolitan  Opera,  Lincoln 

Center Teh  1-212-362  6000 www.metopera.prg 

Die  Fledermaus:  by  J.  Strauss. 
Revival  conducted  by  Patrick 

Summers.  Cast. includes  Carol 

Van  ess,  Jochen  KowaJski  and  Bo 

Skovhus;  Jan  9, 14 

PARIS 

CONCERTS Salle  Pfayef 

Tel:  33-1-4561 8589 
•   Orchestra  de  Paris: 

conducted  by  Alan  Gilbert  fh 

works  by  Ravel,  Dutifleux  and 
Schumann;  Jan  7 
•   Orchestra  de  Paris: 
conducted  by  Lorin  Maaze!  in 
works  by  Weber,  Debussy, 

.   Schubert  and  Ravel;  Jan  13, 14 

EXHIBITION 
Grand  Pafats 

Teh  33-1-4413  1730 

Lorenzo  Lotto:  Rediscovered 
Master  of  the  Renaissance.  50 

paintings,  many  of  them  on  loan from  churches  and  museums  in 

Italy;  to  Jan  11 

PRAGUE 

THEATRE National  Theatre  of  Prague 

Tel:  420-2-2108  0131 
www.Bnel.cz/nd 
The  Servant  of  Two  Masters:  by 
Carlo  Goldoni.  Directed  by  Ivan 

Rafmont;  Jan  11 

ROTTERDAM 

EXHIBITION KunsfoaJ 

Tel:  31-10-440  0300 

Up  to  tiie  bare  bones:  Human 
remains  in  museums.  An 
estimated  hundred  thousand 

human  beings  find  their  last 

resting  place  In  Dutch  museums, 
whether  in  foe  form  of  mummies, 

skulls,  skeletons,  reliquaries  or 
otherwise.  This  exhibition  is  the 

first  to  address  fobs  phenomenon 

directly,  presenting  exhibits  from 

medical,  sacral,  ethnographical 
and  archaeological  collections;  to 
Jan  10 

SAN  FRANCISCO 
CONCERTS 

Davies  Symphony  Hall 
Teh  1-415-864  6000 
www.sfaymphony.org 

•   New  York  PhiHiarmonic: 

conducted  by  Kurt  Masur  in 

works  by  Beethoven  mid Shostakovich;  Jan  10 

•   San  Francisco  Symphony 

Orchestra:  conducted  by  Michael 
Tilson  Thomas  in  works  by  Ives, 

Bernstein  and  Prokofiev; 

Jan  13, 14 

WASHINGTON 
OPERA 
Washington  Opera,  Kennedy 
Center 

Tel:  1-202-295  2400 www.dc-opera.org 

•   Die  EntfOhrung  aus  dem 

Serai  I :   by  Mozart  LA  Opera 

production  by  Michael  Hampe, 
conducted  here  by  Heinz  Fricke; 
Eisenhower  Theater; 

Jan  7.  9, 11. 13 

■   TV  AND  RADIO 
•   WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 

western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

•   CNN  International 

Monday  to  Friday,  GMT: 

0&3Q:  MoneyNne  with  Lou  Dobbs 
13 30:  Business  Asia 

1930:  WOrtd  Business  Today 
22J00:  World  Business  Today 

Update 

•   Business/Marfcet  Reports: 

05:07;  06:07;  07:07;  G&2G;  09:20; 
10-20;  11:20;  11:32;  1220;  13:20; 
1420. 

At  08:20  Tanya  Beckett  of  FTTV 
reports  five  from  UFFE  as  the 
London  market  opens. 
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COMMENT  &   ANALYSIS 

SAMUEL  BRITTAN 
ECONOMIC  VIEWPOINT 

Cracks  in  Wall  St 
The  most  worrying  feature  of  the  world  economy  is  the  future 
of  a   US  boom  stoked  up  by  inflated  share  prices 

The  main  economic  query 
for  1999  does  not  concern  the 

euro.  It  does  not  even 

concern  the  emerging 

economies  or  Japan.  It 
concerns  the  US. 

Indeed  it  is  time  western 

policymakers  stopped 

Icctunng  Japan  on  what  to 

da  That  country-  accounts 
for  about  a   sixth  of  the 

out  pci  of  1   he  industrial 

world,  its  exports  amount  to 

less  Hum  P   per  rent  of  its 
gross  domestic  product 

Over  the  years.  US 
liertciring  of  Japan  has  had  a 
negative  influence.  Professor 
Ronald  McKinnon  has 

argued  that:  “American 
mercantile  pressure  on 
Japan  from  1971  to  1995  to 
got  the  yen  up.  and  fear  that 
that  pressure  may  return,  is 

the  root  cause  of  Japan's current  deflation  and 

slump."  * Whether  or  not  it  is  "the 

root  cause",  the  appreciation 
of  the  yen  from  Y3W  to  the 
dollar  in  IP71  to  around  Yioo 

in  partly  under  US 
prodding,  did  indin.il  make 
an  important  cunt  ri  but  ion  to 

Japan's  current  malaise. 
Prof  McKinnon  is.  in  any 
case,  right  to  argue  that  the 
dollar  exchange  rate  cannut 

be  used  as  an  "instrumental 

variable"  for  reducing  tlie 
l*S  current  account  deficit 
"which  mainly  reflects 
extreme)!  low  sating  in  the 

I   S   itself'. 
It  would,  in  fact,  be 

unfortunate  if  US  savings 
behaviour  were  abruptly 

corrected.  For  what  happens 
in  the  US  is  make-or-break 

for  tin*  world  economy  this 
year  and  next.  The  L«S 
economy  is  twice  the  size  of 

Japan's.  Like  Japan,  it  is  a 
continental  economy.  But 
the  US  has  a   much  greater 
effect  on  the  rest  of  the 

tvorld.  Wall  Street's  ups  and 
downs,  for  instance,  usually 
irieger  large  sympathetic 
movements  in  other  stock 

exchanges. 

The  US  boom  has  been  fed 

by  a   record  rundown  In  the 
financial  balance  of  the 

private  sector.  The 
deterioration  has  been  in  the 

entire  private  sector  and  not 

just  in  personal  finances. 
The  rundown  has  been 
sustained,  up  to  now.  by 

portfolio  appreciation  due  Co 
the  rising  level  of  stock 

prices.  As  .Andrew  Smithere 

has  pointed  out,**  the  large 
buyers  of  equities,  who  have 
been  keeping  the  market  up. 

have  been  US  corporations 
buying  their  own  stock  or 
engaged  in  takeover 
operations. 
The  US  Federal  Reserve 

now  faces  a   classic  dilemma. 
Should  it  tighten  policy  to 
let  the  air  out  of  the  Wall 
Street  boom  or  should  it 

loosen  policy  for  Tear  that 
alarms  about  emerging 

markets  and  falling  domestic 
confidence  might  already  be 
sawing  the  seeds  of 
recession? 

Most  forecasting 

organisations  expect  US 
growth  to  slow  from  about 

3's  percent  in  1998 to  l!*  per 
cent  in  1999.  This  is 

something  with  which  the 

US  saving 

fcoIGDP) 

world  can  live.  It  would, 

indeed,  be  a   healthy  reaction 
to  excessively  rapid  growth 

in  the  past.  It  is  the  fear  that 
Wall  Street  prices  are  much 

too  high,  and  could  therefore 

snap,  that  produces  the  risk 
that  the  US  could  experience 
a   serious  downturn  rather 

than  a   benign  slowdown. 

The  Organisation  for 
Economic  Co-operation  and 
Development  has  studied 
many  different  estimates  of 
the  effects  of  Wall  Street  on 
the  level  of  spending  in  the 
US.  The  remarkable 
consensus  is  that  a   20  per 

cent  fall  in  US  equities  could 
lead  to  a   drop  in 

consumption  of  about  0.7  per 
cent,  accompanied  by  a 

larger  proportionate  impact 
on  investment.  So  even 
without  secondary  or 
confidence  effects,  real  GDP 

would  be  about  1   per  cent 
lower  than  might  otherwise 

be  expected.  If  equities  were 

to  fall  by  40  per  cent,  the  US 
economy  would  almost 
certainly  tip  over  into  a 
serious  recession. 

US  equity  prices  are  now 
much  higher  than  in 

December  1998,  when  Alan  ' 

Sane  SUF.  ttund  fratwiw  OtSai  motto  Msesmesi  p   lift 

Greenspan,  chairman  of  the 
Fed.  made  his  famous 

remark  about  “irrational 

exuberance". 
As  always,  there  are  two 

sides  to  the  argument  The 
most  sober  case  of  the 

optimists  has  been  presented 

by  Goldman  Sachs.  Its 
economists  avoid  the  trap  or 

talking  about  the  “new 
paradigm"  which  is 
supposed  to  give  the  US 

rapid,  inflation-free  growth 
forever.  Instead,  they  put  the 

emphasis  on  the  new  world 
of  low  or  negligible  inflation. 
This  should  reduce  the 

nominal  interest  rate  at 
which  future  dividends  are 
discounted.  They  also 
believe  that  the  level  of  risk 
will  be  lower  in  an 
environment  of  stable  prices, 

thus  justifying  a   lower  risk 
premium. 

Nevertheless,  the  IMF.  in 
its  December  Interim 
Assessment,  did  take  into 

account  lower  interest  rates 
when  it  asked  what  level  of 

nominal  equity  earnings 

growth  would  justify  recent 

equity  price  levels.  Its 
estimate  is  7Vi  per  cent  a 

year.  This  is  not  very 
different  from  the  average  or 
the  last  four  decades  when 

inflation  averaged  more  than 

4   per  cent.  But  it  Is  scarcely 
credible  that  profits  could 
grow  at  the  required  rate  if 
inflation  remains  at  its 
current  level  of  just  over  1 

per  cent. The  most  pessimistic  case 
comes  from  Tim  Congdon  in 
the  December  Lombard 

Street  Research  Economic 
Review.  He  reminds  us  that 
measures  of  broad  money 

and  credit,  so  far  from 

indicating  any  kind  of 
crunch,  have  shown  near 

double  digit  growth  in  the 
last  few  months.  In  his  view 
this  has  been  associated 
with  large,  although 

suppressed,  overheating  of 

the  US  economy.  The  • overheating  has  not  shown 
up  in  inflation  partly 
because  of  the  fall  in 

commodity  and  oil  prices, 
but  also  because  much  of  the 

excess  demand  has  gone  into 

imports.  On  present  trends, 

he  projects  that  the  US 
would  have  net  overseas 
liabilities  equal  to  SO  per 

cent  of  GDP  by  2010. 

My  own  guess  is  that  those 
who  worry  about  Wall  Street 
are  near  the  truth;  and  I 

would  expect  a   severe 

enough  correction  in  US 
equities  to  have  a   spillover 
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Conferences 

EAST  AFRICA 
From  Co-operation  to  Community 

Developing  an  Agenda  for  the  21st  Century 

27  January  1999  -   London 

A   treaty  establishing  an  East  African  Community,  providing  for  a   Common  Market  for  Kenya, 

Tan ta n«  and  Uganda,  is  due  to  be  ratified  by  die  three  heads  of  state  by  the  middle  of  1999. 

Senior  ministers  from  the  three  East  African  countries  and  speakers  from  the 

international  business  community  will  examine  recent  progress  In  the 

Em  African  Co-operation  process  and  discuss  die  Implications 
of  the  treaty  on  Investment  and  growth  in  the  region. 

Led  by  Mr  Quentin  Peel,  International  Affairs  Editor 

and  Mr  Michael  Holman,  Africa  Editor  of  the 

Financial  Times,  speakers  will  include: 

HE  Chief  Emefca  Anyaofca  CON 
C.'jrjnDnurofcfi  Srrrrun-Gmen! 

Ambassador  Francis  Math*an 

£ia  afire  Seereiarv 
5i  ■   fi-Urui:  i V   ;hf  Cveniooe  /.  -r  East  African  Ca-operanan 

Rt  Hen  Clare  Short  MP 

Srereun  ,-f'  S.-u.-f  International  tlfflfo—U 

Mr  Philip  Lowe 
Dirrelar-Crta-ral  DC  V7Q  iDrvrhywu-UI 

Eutnpean  Commissttvi 

Mr  Christopher  Fay 

Chirf  Eu-cufivr Tir  -Uhi  jr.  Lain  Corpivatirm  PLC 

Mr  TIG  Barrasfond 
*   Oirrvtor 

Serena  Tour  nm  Pn-mi'ltitn  Sr  men  SA 

Mr  Gareth  Bollock 
Clrtural  Ifoiucrr.  Africa 

StaadarU  Chartered  Bant 

Mr  Peter  Poofey  CMC 

Chairman 
Bnuun-.\/nc&i  Banned  Association 

Mr  Tim  Davidson Dimiar.  Africa 
C   inttninufiilth  Development  Corporation 
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impact  not  only  on  the 
US  but  also  on  the  world 
economy. 

But,  unlike  Mr  Congdon,  I 

would  not  put  so  much myiphnnis  on  the  US  balance 

of  payments.  Nat  only  does 
such  an  emphasis  play  into 

the  hands  of  protectionists, 
it  overlooks  the  numerous 

ways  hi  which  the  balance  of 

payments  takes  care  of  itself 
In  a   world  of  floating 

exchange  rates  and  free 
capital  movements. 

It  was  this  balance  of 

payments  obsession  and distrust  of  self-correcting 
forces  that  explains,  but 

does  not  excuse,  the 

willingness  of  otherwise 
moderate  and  sensible 
British  officials  to  draft  the 

hideous  idiocy  of  Operation 
Brutus,  a   fallback  plan 

which  would  have  imposed 

an  almost  Stalinist  siege 

economy  in  Britain  in  the 
event  of  severe  problems 

with  sterling  in  1968-69.  This was  a   horror  which  the 

British  establishment 

successfully  concealed  from 
us  until  the  opening,  at  the 
end  of  last  year,  of  the 

official  papers  for  1968  under 
the  30-year  rule. 

For  the  time  being  the  US 

is  acting  as  world  buyer  of 
lost  resort;  and  it  is  quite 
rational  for  residents  of 
countries  with  surplus 

savings,  such  as  Japan,  to 
lend  to  it  Obviously  the  US 
external  debt  ratio  cannot 
rise  Indefinitely,  a   soaring 

US  current  account  deficit 
will  eventually  hit  the 

dollar.  And  if  the  dollar  fell 

too  quickly,  even  in  an 
economy  where  trade 
accounts  for  only  around 

one  tenth  of  GDP,  it  would 
eventually  affect  the 
Inflation  outlook  and  cause 
monetary  policy  to  be 

tighter  than  it  would otherwise  be. 

The  Fed’s  best  course  - which  is  easier  for 

Greenspan's  born-again critics  to  recommend  than  to 

prescribe  in  detail  -   is  to  try 

to  keep  US  nominal  demand 
rising  at  a   nan-inflationary 
rate  and  not  to  fall  back  into 
the  mercantilist  trap  of 

becoming  obsessed  with 
overseas  trade  returns. 

*   Exchange  Rate 

Co-Ordination  for 

Surmounting  the  East  Asian 
Currency  Crises,  Economics 
Department  Stanford 
**PUing  Up  Debt .   Smithers 
and  Co. 

LETTERS  TO  THE  EDITOR 

Directors’  attitude  to  euro  smacks 

of  an  organisation  in  denial 
    fm.A  A   tHtwk 

From  DrAtme-Carole 
Chamier. 

Sir.  As  a   scientist  who 

always  thought  that  com- merce and  industry 

depended  on  enterprise  and informed  risk-taking,  I   was 
astonished  to  read  in  your 
letters'  column  that  the 

director-general  of  the  Insti- tute of  Directors  thinks  tbat 

business  is  about  maintain- 

ing the  status  quo  and  clos- ing your  mind  and  options 
("Directors  remain  firmly 

opposed  to  the  UK  joining the  euro”.  January  4). 

The  position  set  out  in  this letter  looks  frighteningly 

like  funk  and  denial  by 
organisations  under  serious 

threat  which  are  unable  to 

cope  with  the  realities.  Th
e 

scientific  attitude  that  ha
s 

transformed  everyday  and 

intellectual  lift  for  the  past 

two  centuries,  is  that  an 

open-ended,  open-minded 

approach  to  problems,  cha
l- 

lenges and  ideas  is  the  most 

fruitful.  Only  the  weak  pre- tend that  they  know  all  the 

answers  by  denying  the  chal- 
lenges of  the  new. 

If  a   majority  of  leaders  of 

business  can  in  all  serious- ness sign  up  to  the  position 

set  out  by  Tim  Melville-Hoss. I   gbpil  be  converting  all  my 

capital  into  euros  and  set- 

ting off  for  the  continent. 
Anne-Carole  Chamier, 
Achandtmie  Souse, 

Ardross  by  Alness, 
Ross  and  Cromarty, 

Scotland  IV 17  OYB 

From  Mr  Ian  Walsh. 

Sir,  Tim  Melville-Ross 
gives  the  impression  that  the 
Institute  of  Directors'  policy 
against  the  UK  joining  the 
euro  represents  the  views  of 

47.000  directors  in  the  coun- 

try- , 

As  a   member,  may  1   point 

out  that  my  company  dis- 
agrees with  loD  policy. 

Ian  Walsh, 

managing  director, Ian  Walsh  Consulting  (UK) 
Chatsworth  Court, 

Eastbourne, 
BN20  7JP,  UK 

Do  not  break 

trade  pledges 
From  Mr  Ben  Jackson 

Sir.  It  would  be  interesting 
to  see  how  Tony  Blair 

approaches  the  subject  of 
the  EU-South  Africa  trade 

talks  when  he  meets  Presi- 
dent Mandela  this  week 

(“Blair  to  press  EU  on  South 

African  trade",  January  5). 
South  Africa  has  already 

agreed  to  stop  calling  its 

port,  port  and  its  sherry, 

sherry  in  the  European  mar- 
ket, and  also  to  phase  the 

terms  out  in  third  markets. 

European  insistence  that  the 
terms  should  also  be 

dropped  in  southern  Africa 
shows  that  South  African 

commentators  are  right  to 

say  that  the  end-game  of 
these  talks  is  being  domi- 

nated by  a   “grubby  scram- ble" for  monopoly  rights  in 
South  Africa. 

Mr  Blair  should  work  with 
his  colleagues  in  Europe  to 
make  sure  no  more  promises 
to  South  Africa  are  broken. 

Ben  Jackson,  director. 
Action  for  Southern  Africa. 
28  Peoton  Street, 
London  N1 9SA 

Japanese  support  for 

equity  market  a   mistake From  Mr  Ken  Tokosu, 

Sir,  The  Japanese  govern- ment win  be  making  a   grave 

mistake  if  it  follows  policy recommendations  to  prop  up 

the  Japanese  equity  market (“Business  chiefs  urge  Japan 

to  buy  up  to  10  per  cent  of 
stock  market",  December  9). It  is  even  more  saddening 

that  influential  Japanese 

business  leaders  should  sug- 

gest it 
My  opposition  does  not 

centre  on  the  Ministry  of 

Finance  and  Bank  of  Japan’s fears  that  it  could  put  more 

pressure  on  the  government 
bond  market  Rather,  what 

Japan  needs  is  more  unwind- 
ing of  cross-shareholdings 

which  may  or  may  not  lead to  lower  equity  prices. 

What  is  essential  to  the 

revitalisation  of  the  Japa- 
nese economy  is  a   jolt  of 

shareholder  capitalism. 
What  Is  missing  in  the  pol- 

icy recommendations  to  sup- 

port stock  prices  is  the  real- isation that  equity  means 

ownership.  Widespread 
cross-shareholding  only 

emerged  in  Japan  In  the 

1950s  and  should  not  he 
viewed  as  a   necessary  fea- 

ture for  stability  and  suc- 

cess. 
Instead,  in  the  present 

global  economic  environ- ment, it  may  prevent  the 
corporate  flexibility  and 

entrepreneurial  spirit  that 
drives  innovation. 

I   suspect  that  the  policy 

recommendation  is  driven 

by  the  fear  that  still  lower 

equity  prices  will  lead  to  fur- 

ther credit  tightening  by 

Japanese  banks.  Stock  prices 
will  fall  if  they  are  too 

expensive. Japan  does  not  lack  the 
private  savings  that  could  be 

moved  into  stocks  and  demo- 

graphic trends  favour  hold- 
ing long-term  assets. What  the  Japanese  public 

in  general  must  learn  is  that the  stock  market  is  not  a 

large  gambling  casino  but  a 

way  for  individuals  to  part- 
ner with  successful  busi- 

nesses. 

Ken  Takasu. 

117  Bast  57th  SL  40 A, 
New  York,  NY  10022,  USA 
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Mobile  and  going  places 
Alan  Cane  looks  at  the  future  of  telecommunications  following  the 

proposed  merger  of  two  leading  cellular  companies 

The  proposed  merger 

between
  

Vodafon
e 

of  the  UK  and  Air- Touch  of  the  US.  a 

union  which  would  produce 

a   cellular 
 
giant  with  global 

reach,  technica
l  

capabili
ty 

and  a   market  capitalis
ation 

of  SHObn,  is  the  dearest  sign 

yet  that  the  future  of  tele- communications is  wireless.
 

“VodaTondT,  if  it  were  to 

come  about,  would  be  one  or 
the  largest  telecoms  groups 
in  the  world.  Not  only  would 
its  market  capitalisation  put 

it  on  a   par  with  with  the 

largest  fixed  line  interna- 
tional operators,  such  as 

AT&T,  Deutsche  Telekom 

and  British  Telecommunica- 
tions, but  its  geographic 

spread  of  assets  around  the 
world  should  result  in  signif- 

icantly lower  call  charges  for 

its  customers  -   corporate 
and  residential. 
Steve  Jobber,  telecoms 

analyst  with  Paribas  in  Lon- 

doa,  points  out;  "I  believe  a Vodafone  and  AlrTouch 

group  would  be  able  to  lever- 
age greater  economies  of 

scale  than  its  competitors, 

especially  within  the  corpo- 
rate market. 

“Many  of  these  potential 
synergies  can  only  be 
achieved  through  increasing 
network  ownership  in 

Europe  and  joint  ownership 
of  networks  either  side  of 

the  Adame." 

But  while  some  economies 

of  scale  are  certainly  deliver- 
able, many  observers  see  the 

value  of  the  potential  merger 

as  conceptual  rather  than 
financial 

The  emergence  of  Voda- 
Touch  would  confirm  for 

many  that  wireless  will 

largely  replace  fixed  lines  for 
voice  calls  and  an  increasing 

proportion  of  other  kinds  of 
communications  within  the 
decade.  Fixed-wire  telephony 

will  increasingly  be  reserved 

for  multimedia  -   combina- 
tions of  high  fidelity  sound, 

moving  video  images  and 
data  -   which  require  higher 

capacity  transmission  chan- 
nels than  can  conveniently 

be  provided  over  the  air- waves. 

Mike  Grant,  mobile  spe- 
cialist with  Analysys,  tbe 

Cambridge-based  telecoms 

consultancy,  argues:  “For 
personal  communications, 
the  mobile  phone  is  going  to 

become  dominant  over  tbe 

next  five  to  10  years  because 
it  is  convenient  and  easy  to 

use.  It  becomes  part  of  you. 

like  your  wallet,  and  makes 
a   statement  about  your  life- 

style. Vodafone,  for  example, 

is  chosen  by  companies  that 

like  its  professional  business 

image.  Wireline  will  con- 
tinue to  to  be  used  both  in 

the  office  and  the  home  for 

applications  which  need 
more  bandwidth  than  the 
radio  spectrum  can  easily 

provide." 

That  mobile  has  not 

replaced  fixed  wire  to  a 
greater  extent  already  Is  a 
consequence  of  pricing, 
which  is  still  significantly 

above  conventional  voice 
services,  and  service  quality, 
which  can  be  abysmaL 

There  are  also  regional 
factors  at  play.  Although 
there  Is  explosive  growth  in 
cellular  subscriptions  in 
most  of  the  world,  there  are 

huge  differences  between  the 

US,  Europe  and  Asia. Development  of  the  US 

market  has  been  hampered 

by  an  adherence  to  the  older, 

analogue  form  of  transmis- 
sion which  is  more  expen- 
sive, less  efficient  and  of 

poorer  quality  than  modem 
digital  technologies,  such  as 
GSM.  the  European  and  de 

facto  world  standard.  It  is 
also  held  hack  by  the  bizarre 

convention  that  the  cost  of  a 
call  to  a   mobile  phone  falls 
on  Che  called  party  rather 

than  the  caller,  which  dis- 
courages subscribers  from 

leaving  their  phones  on. 

The  US  government’s  deci- 
sion in  1994  to  auction  wire- 

less spectrum  to  new 
entrants  is  having  its  effect 
however.  After  a   period  of 

TOW  connections  by  region 

(roj 

turbulence,  groups  such  as 
Omnipoint  are  settling 

down,  installing  new  digital 
technologies,  such  as  GSM 
and  CDMA,  and  pulling 

down  prices.  Scott  Arnold  of 
the  McKinsey  consultancy 

noted  recently:  “Our  analy- 
sis suggests  that  net  earn- 

ings for  some  companies 
could  shrink  to  between  25 

per  cent  and  30  pm-  cent  of revenue  over  the  next  three 

to  four  years." 

Europe's  success  in  the 
mobile  arena  has  been  the 

consequence  of  a   far-sighted 
Brussels  decision  to  insist  on 

GSM  as  a   standard  across 

the  continent  It  has  enabled 
subscribers  to  move  from 
country  to  country  carrying 

their  phones  with  them  and 

given  the  region's  key  hand- 
set manufacturers  -   Nokia. 

Ericsson,  Siemens  and 

Alcatel  -   substantial  econo- 
mies of  scale. 

According  to  estimates 

from  the  London-based  con- 
sultancy Ovum,  western 

Europe  will  grow  from  89m 
connections  at  the  end  of 
1998  to  183m  by  the  end  of 
2002.  The  US  will  grow  from 

78m  connections  at  tbe  end 
of  1998  to  161  m   by  the  end  of 

2002,  while  the  Asia-Pacific 

region,  with  73m  connec- tions at  the  end  of  1998,  will 

grow  to  128m. 
Some  parts  of  Asia  and other  developing  regions 

have  the  greatest  potential 
for  mobile  growth.  These 
countries  are  moving 

directly  to  mobile  systems 
because  of  their  easy  avail- 

ability and  low  cost  of  instal- lation. They  are  skipping  100 

Jgl  Americas 

600  .   ■   Africa  and  MttfeEad 

|   Europe 

500  .   ■ASa-Pacflte 
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years  of  traditional  fixed  line 
installations. 

The  key  to  the  mobile 
future,  however,  is  the  emer 

gence  of  third-generation 
systems.  This  is  the  princi 

pal  justification  for  the  for mation  of  VodaTouch  and 

the  other  large  mobile  com- 
panies that  will  undoubtedly 

emerge  through  consolida- tion. “Third  generation 

systems  will  be  tbe  cataJysi 
for  the  advent  of  the  wire- 

less future."  says  James 
McCafferty  of  SG  Global 

Equities. 

Third  generation  systems, 
known  as  UMTS  in  Europe, 

have  been  described  as  offer- 

ing multimedia  services  to 

people  on  the  move.  Much  ol 
this,  however,  can  already 
be  offered  over  GSM.  Their 

real  importance  is  the  possi- 
bility of  establishing  a   world 

mobile  standard  that  will 

enable  global  “roam- ing"(crossing  country  bound- 
aries) using  a   single  phone. 

Operators  able  to  offer  the most  attractive  roaming 
terms  would  be  able  to 
attract  the  lion's  share  of  the 
lucrative  corporate  market. 

By  analogy,  operators  such as  AT&T.  British  Telecom. 
Deutsche  Telecom  and 

France  Telecom  are  spend- 
ing billions  to  establish 

global  fixed  networks  to 

attract  the  multinational 
business  dollar. 

Vodafone  and  Airtouch, with  activities  throughout 

the  US  and  Europe  and  sub- stantial Asian  assets,  would 

be  well  placed  to  nh»»*>nge for  such  business. 

The  question  remains whether  the  "wireless future"  would  be  better 
served  by  “pure  play"  mobile 
operators,  such  as  Vodafone. AirTouch  and  Orange,  or  by “converged"  operators  wfoch 

include  both  fixed  and  wire- less services  In  their  portfo- 

lio. AT&T,  for  example,  r^n offer  both  services  through 
its  ownership  of  the  former McCaw  Cellular. 

Some  analysts  believe 
greater  shareholder  value  is to  be  found  in  pure  play 

stools-  The  mode)  may  be 
the  Swedish  mobile  operator 

Euro  poll  tan  xq.  which  Voda- fone and  Airtouch  both  have 

stakes.  With  a   range  of  ser- 

vices including  a   “wireless 
office"  for  corporate  custom- 

ers, Mr  Jobber  of  Paribas,  for 

one,  believes  tt  is  at  least  a 

year  ahead  of  the  gamfe 
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Down  on  the  farm 
The  worldwide  depression  in  agriculture  could  threaten  moves  to 
liberalise  international  trade,  say  Michael  Smith  and  Nikki  Tart 

Japan’s 
folly 

The  complacent  attitude  of  the 
Japanese  authorities  to  the 
soaring  yen.  is  incomprehensi- 

ble- It  is  not  just  In  Japan's 
interest  to  reverse  the  rise,  H   is 
in  its  power.  Yet  Eisuke  Sakaki- 
hara.  Japan's  vice-minister  for 
international  affairs,  seems  to 
view  the  appreciation  as  inevi- 

table and  perhaps  desirable.  If 
so.  he  is  in  grave  error. 
When  the  yen  touched  147  to 

the  dollar  last  August,  reason- 
able people  could  regard  the 

slide  as  dangerous.  Further  yen 
collapse  might  have  triggered 
devaluation  of  the,  Chinese  ren- 

minbi and  another  bout  of  cur- 
rency instability  in  Asia.  In 

addition,  the  capital  ratios  of 

Japanese  banks  were  being  low- 

ered. since  the  yen's  weakness 
reduced  the  value  of  their  yen- 
denominated  capital  in  relation 
to  forei  gn-currency  assets. 

This  concern  about  yen  weak- 

ness -   though  not  necessarily 
justified,  given  the  dire  state  of 

the  Japanese  economy  -   was  at 
least  defensible.  What  has 

happened  since  then  is  not.  The 
yen  reversed  direction  after 

August  and  has,  by  now.  appre- 
ciated 32  per  cent  against  the 

dollar.  This  may  help  Japan's 
neighbours.  But  it  wifi  aggra- 

vate its  own  problems. 

In  the  year  to  November, 

wholesale  prices  fell  3.6  per 

cent  -The  yen  appreciation  will 
strengthen  the  downward  pres- 

sure. This  will,  in  turn,  raise 

real  interest  rates  and  deepen 
the  Keynesian  liquidity  trap.  It 

wiD  also  undermine  the  profit- 

ability of  Japan's  internation- 
ally exposed  businesses,  worsen 

export  performance  and  weaken 
the  incentive  to  invest,  in  an 
economy  that  shrank  by  about 
3   per  cent  last  year,  further 

sharp  contraction  looks  certain. 
No  responsible  policymaker 

should  tolerate  this,  particu- 
larly when  it  is  possible  to  halt 

the  trend.  Indeed,  the  benefit  of 

the  strong  yen  is  that  it  makes 
it  still  easier  to  take  the  expan- 

sionary action  Japan  desper- 
ately needs.  Broad  money  grew 

by  only  4£  per  cent  in  the  year 
to  November,  largely  because  of 

the  fragility  of  Japan's  hawka. 
But  the  Bank  of  Japan  ran  fffl 
the  gap  by  buying  dollars  and 
government  bonds.  Yet  it  seems 

to  be  doing  little  of  either. 

Instead,  it  has,  incomprehensi- 
bly, allowed  the  yen  to  soar  and 

the  price  of  Japanese  govern- 
ment bonds  to  collapse. 

Keizo  Obuchi,  the  Japanese 
prime  minister,  is  visiting 

Europe  this  week,  partly  to  mo- 
mote  the  role  of  the  yen  in  a 
three-cornered  international 

monetary  system  which  now 
includes  the  euro.  What  Mr 
Obuchi  should  be  told  is  that 

the  yen  will  play  a   bigger  role 
only  if  the  Japanese  economy 
itself  improves.  That  wiD  not 

happen  if  the  currency  is  expec- 
ted to  appreciate  in  this  way, 

indefinitely.  Japan  nppds  to  set 
a   ceiling  for  the  yen.  This  is  not 
just  desirable,  but  feasible.  It 
should  be  done  now. 

Whistle-blowing 
The  European  Commission  in 
Brussels,  the  executive  arm  of 

the  European  Union,  is  not  a 

massive  bureaucracy  in  compari- 
son with  those  in  EU  member 

states.  Nor  is  it  massively  cor- 
rupt. But  it  is  Inefficient  in 

ensuring  that  its  budget  is  wefl 
spent,  not  least  because  it  is 
being  asked  to  perform  many 

more  jobs-tban  it-  was  set  ' up -to 
do.  The  Commission  is  over- 

stretched and  understaffed.  And 

it  is  hopelessly  incompetent  in 
defending  itself  against  those 

charges  of  inefficiency  and  occa- 
sional corruption  that  inevitably 

arise. 

Witness  its  current  confronta- 
tion with  the  European  parlia- 

ment, which  next  week  will  hold 

a   vote  of  censure  aimed  at  Jac- 

ques Santer,  the  Commission 

president,  and  his  fellow  commis- 
sioners. This  is  blowing  the  affair 

up  out  of  all  proportion,  but  the 
Commission  nonetheless  has  a 

case  to  answer  and  has  aggra- 

vated matters  by  its  inept  mis- 
handling of  its  defence. 

Allegations  of  cronyism  and 
corruption  In  the  Commission 
have  been  under  Investigation  for 

months  in  the  parliament.  Too 
often  charges  of  impropriety 

have  been  treated  as  an  assault 

on  the  integrity  of  the  entire 
Brussels  bureaucracy,  rather 

than  as  a   justified  attempt  to 

overcome  the  notorious  difficul- 
ties of  ensuring  good  governance 

in  a   multinational  body.  Mr  San- 

ter failed  to  persuade  the  parlia- 
mentarians of  the  real  progress 

made  in  curbing  fraud  and  sack- 
ing corrupt  officials.  Re  insisted 

on  keeping  investigations  under 
his  control.  He  appeared  to  resent 
the  demands  for  transparency. 

The  last  straw  was  the  secret 

suspension  last  month  of  a   junior 
Commission  official.  Paul  van 

Boitenen:  He-  was  a   classic 
whistle-blower  who  had  leaked 

documents  to  the  parliament  sup- 
porting the  allegations  of  fraud 

and  mismanagement. 

If  anything  will  persuade  the 

parliamentarians  to  vote  for  cen- 
sure -   which  requires  a   two- 

thirds  majority  -   this  is  ft.  Like 
all  whistle-blowers,  Mr  van  Buite- 
nen  has  broken  the  rules  to 

expose  a   perceived  injustice.  He 
may  be  a   fanatic,  but  he  has  also 

exposed  some  wrong-doing.  The 
Commission  will  be  blamed  for 

picking  on  a   small  man  while  the 

powerful  commissioners  stub- 
bornly refuse  to  admit  their  own failings. 

The  parliament  is  not  entirely 
pure  in  this  affair.  With  elections 
ahead,  its  members  are  keen  to 
gain  any  publicity  they  can.  They 
have  failed  to  curb  excesses  in 

their  own  system  of  claiming 

expenses-  But.  even  so,  they  are 
justified  in  seeking  to  can  the 
Commission  to  account  That  is 
their  democratic  role.  Now  it  is 

up  to  the  Commission,  to  demon- strate that  it  can,  and  win.  put  its 

house  in  order. 

Blair  and  Mbeki 
South  Africa  is  the  right  country 

for  Tony  Blair’s  first  trip  to 
Africa  as  British  prime  minister. 

The  visit  also  comes  at  an  appro- 

priate time  While  Mr  Blair  will 

salute  the  remarkable  achieve- 
ments of  Nelson  Mandela,  his 

visit  also  provides  the  opportu- 
nity to  forge  a   partnership  with 

Thabo  Mbeki.  the  president's  cho- sen successor.  Their  objectives 

should  extend  beyond  South Africa. 

Although  Africa  has  been  low 

on  the  UK's  agenda,  there  are 

good  reasons  why  it  should  be 

higher.  These  range  from  the 

renewal  of  civil  war  in  Angola 

and  tbe  Congo  to  Nigeria
's 

planned  return  to  democracy. 

Both  as  a   permanent  member  of 

the  UN  security  council  and 

because  of  its  commercial  inter- 

ests Britain  has  a   critical  role. 

The  first  step  must  be  to  con- 

solidate ties  with  the  region’s 

superpower.  This  can  readily  be 

achieved.  South  Africa  is  seeking 

continued  British  support  in  1® 

efforts  to  secure  better  access  to 

the  European  Union  market,  and 

rightly  so.  The  best  help  the 

world  can  give  South  Africa  and 

other  developing  countries  is  to 

buy  their  products. 

FOr  his  part,  Mr  Blair  will  be 

pressing  the  case  of  the  British 

companies  tendering  for  arms 

contracts  valued  at  Slbn.  If  South 

Africa  is  to  play  a   peacekeeping 

role  in  Africa,  it  needs  well 

equipped  armed  forces.  But  this 

should  not  be  top  of  the  bilateral 
agenda.  The  two  countries  have 
far  more  to  offer  each  other. 

South  Africa’s  transition  from 
apartheid  to  democracy  remains 

one  of  the  century's  most 
remarkable  events,  but  funda- 

mental challenges  remain.  Crime 

is  rife,  corruption  is  rising,  un- 
employment is  growing.  Aids  is 

rampant.  Job  creation  is  critical, 
and,  unless  South  Africa  can 
attract  more  foreign  investment, 

the  economy  will  remain  stag- 
nant. 

And,  like  old  Labour,  the  rul- 

ing African  National  Congress 

needs  modernising.  Mr  Blair's experience  In  remoulding  the 

Labour  party  is  relevant  to  Mr 

Mbeki.  It  Is  anachronistic  that 
the  ANC  will  be  contesting  the 

forthcoming  elections  still  in  an 

electoral  alliance  with  tbe  South 

African  Communist  Party  and 

the  Congress  of  South  African 

Trade  Unions. 

The  other  vital  item  on  the 

agenda,  however,  is  the  need  to 
address  the  wider  issues  affecting 

the  continent.  Including  the 

reduction  of  its  crippling  external 

debt  burden  and  to  strengthen 

Africa’s  peace-keeping  capacities. 

If  Mr  Mbeki  and  Mr  Blair  can 

strike  a   rapport  and  find  common 

ground,  the  visit  could  mark  the 
start  of  a   new  ehapter  in 

Britain’s  relations  with  South 

Africa,  and  prepare  the  way  for  a 

fresh  initiative  to  tackle  the  prob- 

lems of  continent  still  in  crisis. 

In  Thailand,  agriculture  offi- 
cials are  warning  that  fights 

over  water  rights  may 

break  out  among  rice  farm- 

ers as  they  raise  output  to  com- 

pensate for  low  prices.  In  central 

China,  grain  farmers  complain 

that  wheat  prices  are  so  low  they 

might  as  well  he  selling  chaff  On 
the  other  side  of  the  world,  UK 
farmers  axe  selling  sheep  for  next 

to  nothing.  And  In  the  US,  some 

agricultural  prices  are  so 

depressed  that  the  administra- 
tion threw  a   $6bn  lifebuoy  at 

farmers  late  last  year. 

Three  or  four  years  ago,  farm 

prices  were  riding  high.  With 

Asia  booming  and  an  Increas- 
ingly affluent  China  demanding 

more  and  more  meat,  it  seemed 
that  the  world  could  never  grow 

enough  food.  But  just  as  farmers 
were  expanding  output  to  feed 
Asia’s  growing  appetite,  the 
calamitous  financial  crisis  hit 

emerging  markets  Demand  col- 
lapsed, resulting  in  heavy  price 

cuts  for  products  ranging  from 

meat  to  cereals  and  sugar. 
Some  farmers  have  managed  to 

escape  relatively  unscathed. 
Thanks  to  a   favourable  whang* 

rate  and  strong  marketing,  Aus- 
tralian wheat  producers  are 

enjoying  stronger  prices  than  two 
years  ago.  Oilseed  and  cotton 
prices  also  remain  robust  Even 
in  the  US  there  are  pockets  of 

prosperity.  US  butter  prices,  at 
one  stage  last  year,  were  twice  as 
high  as  in  1997.  M3k  prices  in  the 
EU  have  also  been  resilient, 

largely  because  of  a   highly  regu- 
lated market 

But  there  is  no  doubt  that,  as  a 

whole,  the  downturn  in  the 
current  fanning  cycle  has  been 

particularly  acute. 
Benchmark  wheat  futures  in 

the  US  in  September  fan  to  about 

half  the  level  of  18  mm-ithc  ear- lier. while  in  London  white  sugar 

prices  are  around  two-thirds  of 
their  mid-1997  levels,  live  hogs  in 

the  US  are  trading  for  less  than  a 
third  of  their  value  in  1997  and 
beef  prices  remain  depressed 
worldwide  as  a   result  of  scares 

over  mad  cow  disease  and  E-coh, 
and  healthier  eating  trends. 

Thailand,  the  world's  largest 
rice  exporter,  estimates  farm 
income  will  fall  16  per  cent  in  the 

coming  agricultural  year.  The 

US,  in  September,  predicted  a 
similar  fall  for  its  farmers  in 
199a 

lii  the  UK,  farm  Incomes  are  at 
their  lowest  level  since  the  1900s 

because  of  poor  weather  and  the 

strong  pound.  Danish  farmers 

say  their  incomes  in  1998  fall  -by 

half,  with  the  pig  sector's  profits 

reduced  to  nil.  Even  China’s 
highly-protected  farmers  are  feel- 

ing the  pinch  following  bumper 
harvests.  Beijing  has  indicated 
that  rural  incomes  will  have 

missed  the  government's  target 
of  a   5   per  cent  increase  for  1998. 

widening  the  gap  with  urban 

incomes.  “Without  prosperity  for 
fanners  there  win  he  no  prosper 

ity  for  the  Chinese”  the  Commu- 
nist party  said  recently. 

The  impact  of  the  current 

slump  in  world  farm  prices  could 
be  felt  way  beyond  agricultural 
communities. 

The  present  downturn  follows 

a   period  of  trade  liberalisation 
arising  from  the  Uruguay  round 
of  talks  that  ended  in  1992.  Free 
marketeers  fear  that  if  prices 

remain  depressed  over  a 

protracted  period,  governments 
will  be  less  than  enthusiastic 

about  embarking  on  a   new  round 
of  negotiations  on  world  farm 

trade.  Supporters  of  deregulation 

argue  that  cutting  expensive  sub- 
sidy regimes  would  stabilise 

Divided  by  a 

common  currency 
Russians  are  no  strangers  to 

currency  crises.  But  the  launch 

of  the  euro  on  the  world’s  foreign 
exchange  markets  has  raised  a 

tricky  and  sensitive  issue:  no-one 
can  decide  what  gender  the  new 
medium  of  exchange  should  be 
assignad  in  the  language  of 

Dostoyevsky  and  Pushkin. 
Anyone  who’s  ever  tried  to  get 

their  tongue  round  the  Cyrillic 

alphabet  will  know  that  Russians 
take  these  things  seriously. 

Despite  the  fact  that  the  “yevro" looks  like  a   neuter  word  - 

because  it  ends  in  an  “o'  - language  experts  in  Moscow 
argue  that  it  definitely  cant  be. 

They  would  prefer  to  follow  the 

French  (tin  euro")  and  Germans (“der  euro*)  by  adapting  a 

masculine  gender  -   an  apt 
choice  given  the  predominantly 

male  composition  of  the 

European  Central  Bank's  council. 
Expert  opinion  in  London 

remains  divided.  The  Russian 

embassy  reckons  that  the  euro  is 

‘100  per  cent  feminine",  while 

the  Russia  branch  of  the  BBC's 
famously  erudite  World  Service 
believes  that  it  can  be  ether 

neuter  or  masculine.  Perhaps 

they  should  toss  a   coin? 

Bird  fancier 
So  now  PwC,  the  global 
accounting  creature  bom  of  last 
year's  spectacular  merger,  wants 

prices,  to  the  benefit  of  farmers, 
consumers  and  taxpayers  alike. 

But  they  concede  that  the 
momentum  for  farther  liberalisa- 

tion may  have  been  lost 
“It  is  always  easier  to  push 

through  reforms  when  farmers 
do  not  have  their  backs  to  tbe 

wall,”  says  Professor  Allan  Buck- 
well  of  London  University’s  Wye 
College,  a   free-trade  proponent 
“It  will  be  harder  for  the  US  and 

the  European  Union  to  make  the 

case  for  change.” How  bad,  then,  are  the  difficul- 
ties and  how  long  can  they  be 

expected  to  last? 
If  farmers  are  to  be  taken  at 

their  word,  things  have  never 
been  worse.  But  then,  they  have 

always  been  highly  effective  lob- 
byists. Farmers  are  notorious  for 

exaggerating  their  woes  to  win 

politicians'  sympathy  and  tax- 

payers’ money. It  is  also  true  that  farmers 
have  themselves  to  blame  for 

some  of  the  problems,  hi  Europe, 

pig  breeders  were  tempted  by 

high  prices  to  step  up  production 
in  1996  and  1997  even  though 

they  were  warned  by  the  Euro- 
pean Commission,  among  others, 

that  the  bonanza  would  not  last 

Guy  Legras,  the  Commission's farming  director  general,  says 

much  of  the  price  downturn  was 

predictable,  it  is  the  cycle  and  it 

is  absolutely  normal,"  he  says. 
He  believes  EU  countries  were 

right  to  reject  recent  calls  from 

some  pig  farmers  for  an  interven- 
tion system  to  guarantee  prices. 

“People  have  to  be  more  respon- sible.” he  says. 

But  while  farmers  should  have 
expected  some  price  falls,  they 

could  not  have  forecast  the  sever- 

ity of  the  Asian  and  Russian financial  crises. 

Tbe  Organisation  for  Economic 
Co-operation  and  Development 
estimates  half  of  the  world  price 

declines  are  due  to  normal  sup- 

ply and  demand  fluctuations, 
while  35  to  40  per  cent  can  be 
blamed  oh  the  Asian  and  Russian 

crises.  Demand  from  Russia, 

which  normally  takes  a   third  of 
the  EU's  meat  exports,  has 
slowed  to  a   trickle.  The  severity 

of  Asia’s  problems,  meanwhile,  is 
reflected  in  the  30  per  cent  drop 
in  wheat  imports  last  year, 

according  to  Internationa]  Grain 
Council  figures. 

Governments  have  responded 

in  traditional  fashion,  either  with 
more  aid  for  farmers  or  with 
more  market  intervention.  China 

is  tightening  its  state  purchasing 

system.  According  to  a   recent 

report  by  one  US  official:  “Chi- na's grain  reforms  are  aimed  at 
strengthening  state  control  over 
the  national  grain  system,  rather 

than  making  it  more  market- sensitive.  The  reforms  do  little  to 

solve  the  country’s  fundamental 
agricultural  problems,  such  as 

chronic  over-production  and  a 
terribly  inefficient  distribution 

system." 

Other  countries  have  preferred 

financial  solutions.  Thailand  last 
month  announced  an  $88m 

subsidy  package  for  sugar  cane 
producers.  In  November,  the  UK 

provided  fanners  with  a   £120m 

aid  package,  while  France  is 
negotiating  aid  for  pig  farmers. 
The  EU  has  also  increased  export 

subsidies  throughout  the  15- 
nation  bloc. 
The  country  with  the  deepest 

pockets  has  been  the  US.  In  a 

congressional  election  year,  farm- 
ers last  summer  secured  early 

release  of  about  $5.5bn  of  “tran- 
sitional payments”  under  the 

1996  freedom-to-fann  act  that  lib- 

eralised the  country's  fanning 

regime.  And.  in  October.  Con- 
gress and  President  Bill  Clinton 

agreed  a   S6bn  package  of  direct 

payments  and  disaster  relief  for 
farmers. 

Richard  Rominger.  agriculture 
department  deputy  secretary, 

makes  no  apologies.  “Every  gov- ernment has  the  sovereign  right 

to  help  its  fanners,  but  In  the 
way  that  is  least  disruptive  to 
trade,”  he  says.  The  US  has  been 
“scrupulous”  about  staying 

within  World  Trade  Organisation 

obligations,  he  adds.  Payments 
were  not  linked  to  production, 

prices  or  planting  decisions, 
which  the  WTO  believes  distorts 
trade. 

In  Brussels.  Mr  Legras  offers 
praise  for  the  US  aid  scheme, 
which  avoids  building  stocks. 

But  he  was  staggered  by  the  size 

of  the  aid  package  which  he 
believes  is  out  of  all  proportion  to 

the  problems  being  tackled.  “It  is crazy;  we  were  expecting  a   pack- 
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age  of  about  $300m.  After  what 

they  have  done,  they  cannot  pre- 
tend they  are  free  market.  It 

strengthens  our  hand  in  (future 

free  trade]  negotiations.”  he  says. The  EU  will  this  year  provide  a 
record  €4Ubn  (£!8.4bn)  for  the 

farm  sector.  But  it  also  has  prob- 
lems. including  the  question  of 

how  to  move  its  highly  protective 

farm  subsidies  system  closer  to 

market  prices.  The  Commission 
is  trying  to  win  the  backing  of 
member  states  for  cuts  of  up  to 

30  per  cent  in  the  guaranteed 
prices  for  milk,  beef  and  cereals. 
But  the  proposal  was  making 
much  headway,  even  before  farm 

prices  began  to 
fall. 
Meanwhile,  the  Cairns  Group 

of  agricultural  free  traders, 
which  includes  Australia.  New 

Zealand.  Thailand  and  Brazil,  is 

fretting  about  how  far  the  US  and 
EU  will  be  prepared  to  go  in  a 
new  round  of  farm  liberalisation 

talks,  due  to  start  next  year. 
In  a   recent  statement,  the 

Cairns  Group  expressed  concern 
at  the  prospect  of  a   growing  use of  “tit-for-tat"  export  subsidies  by 

the  US  and  EU.  It  said  such  aid 
distorted  trade.  The  group  called 

for  the  abolition  of  farm  export 

subsidies  in  the  next  free  trade round. 

Loek  Boonekamp,  head  of  agri- 
cultural trade  and  markets  at  the 

OECD,  is  also  concerned  about 
an  increase  in  export  subsidies. 

He  says  the  experience  of  the 

past  year  should  reinforce  enthu- 
siasm for  liberalising  trade.  "Had 

there  been  no  restrictions  on  sub- 
sidies, we  would  have  seen  lower 

prices.  Free  market  markets react  better  to  changes  in  supply 

and  demand  and  produce  more 

stable  prices,"  he  argues. But  many  farmers  remain 
unconvinced  by  the  free  trade 

argument.  If  prices  remain 

depressed,  the  voices  of  the 
OECD  and  other  free  traders 
could  well  be  drowned  by  the 

protectionist  clamour. 
Additional  reporting  by  Pout 

Sobnan,  James  Harding,  Ted 

Bardacke.  Stephen  Wyatt  and John  Barham 
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to  buQd  one  of  the  world's  top law  firms.  The  obstacles  in  its 

path  are  formidable. 
It  might  be  able  to  overcome 

the  cultural  differences  that 

divide  lawyers  and  auditors  and 
New  York  and  London,  but  what 

about  the  chasm  that  separates 

the  English  sense  of  humour 
from  the  rest?  Gerard  Nicola?, 

head  of  PwC’s  existing  legal 
operations,  has  just  experienced 
it  first  hand. 

During  a   visit  to  London  this 
week  Gdrard,  a   member  of  the 

Paris  bar,  was-outftnlng  his  vision 
of  the  future.  Behind  him  ki  the 

corridor,  Ian  Brindle,  the  blunt 

Englishman  who  was  the 

architect  of  last  year’s  merger, 
was  cavorting  with  a   fluffy  pink 

emu.  The  flightless  creature 
danced  happily  as  it  was 
introduced  to  Gerard;  bkd  and 
Brindle  then  flapped  away  to 

meet  other  PwC  executives. 
Gerard,  ever  the  unflappable 

Gaul,  raised  an  eyebrow,  and 

Shrugged:  “It  is  New  Year 
perhaps?”  Someone  should  tell 
hkn  BrindJe’s  like  that  all  the 
time. 

Pie  in  the  eye 

Gerrit  Zafan  wont  be  the  last 
international  heavyweight  to  get 

an  eyeful.  The  Dutch  finance 
minister  on  Monday  collected 

two  well -aimed  custard  tarts  as 
he  solemnly  launched  the  euro 

on  national  television.  The 

following  day  a   Belgian  court 
imposed  a   hardly  draconian  €75 

fine  ($88  approx)  on  two  other 

pie  throwers  fry  the  “mHdly violent"  act  last  February  of 

aiming  four  fresh  cream  tarts  at 
Bill  Gates.  Not  much  of  a 

deterrent  balanced  against  the 
lure  of  landing  a   deUdousty 

drippy  dessert  on  the  world's 
richest  man. 

Given  the  indulgent  attitude  of 

the  Belgian  judiciary,  few  visitors 
to  Brussels  can  now  be  safe 

from  the  attentions  of  fes 
gtoufnstos  -   the  group  of  pie 
tossers  or  entarteurs 

master-minded  by  one  Noel 

Godin. Their  French-language  web  site 

(at  gfoupgfoup.com)  promises 
Gates  a   second  serving  in  the 

next  few  months.  Bill  Clinton  and 

.   Tony  Blair  are  said  to  be  next  on 
the  list,  fo  Bowed  by  the  Pope 

and  Demi  Moore;  in  recognition 

of  her  performance  in  Gl  Jane. 
it’s  an  ambitious  hit-list,  but 

Godin  boasts  30  years  of 
pie-throwing  experience  since  he 
landed  his  first  pastry,  on  French 

novefist  Margeurtte  Duras.  Other 
victims  with  a   Gallic  flavour 

include  film-maker  Jean  Luc 

Godard  and 

phflosopher-cum-medla  star 
Bemard-Henri  Levy.  Talk  about 
half-baked. 

Hard  lesson 
Forget  reading,  writing  and 

arithmetic.  The  young  citizens  of 
the  Russian  Far  East  are  getting 
classroom  lessons  in  how  to  pay 

their  future  taxes. 

ft’s  all  part  of  a   long-term  plan 

to  get  the  public  finances  in order  in  a   country  that  faces  one 
of  the  biggest  tax  delinquency 

problems  in  the  world.  As  well  as 
resorting  to  military  tactics  to 

squeeze  roubles  from  non-paying 
adults,  Russian  tax  officials  have 
decided  that  education  is  the 

way  forward. The  set  tact  in  the  classroom  is 

an  inspiring  volume  titled 
“Dialogues  About  Taxes", 
authored  by  a   local  revenue 
official  with  a   head  for 

figures  and  a   winning  way  with 

words. 

You'd  have  thought  teachers 
would  be  a   bit  peeved  at  having 

the  traditional  curriculum  hijacked 

by  the  taxation  brigade.  But  far from  ft.  Instead  of  laying  down 
thefr  chalk  in  protest, 

educationalists  have  welcomed 
the  initiative  with  open  arms. 

They  have  already  learned  a harsh  lesson  about  the  dire  state 

of  Russia's  public  finances:  when 
taxes  don’t  get  collected, 
teachers  don’t  get  paid. 

All  for  nought 

Hold  on  to  your  seats.  Those sticklers  for  detail  at  British  bank 

Abbey  National  feel  duty-bound 
to  announce  that  director  Tim 

Ingram  and  his  wife  Christine 
have  bought  one  share  each  in 
the  company.  That,  they  inform 

us,  amounts  in  aggregate  to  - 0.000000141  per  cent  of  the 

ordinary  share  capital. 
Approximately. 

^^andolMmj 100  years  ago 
Pturafist  Directors 
A   brief  calculation  culled  from 

the  Red  Book  of  Directors 

shows  that  640  gentlemen  in Britain  hold  5.090 

directorships  between  them. 
Whether  the  directorships  are 

improved  by  the  process  or 
whether  the  process  improves 

the  gentleman  is  a   matter  of some  doubt  But  we  may  say 

without  any  doubt  that  it  is  a 

typical  development  of  the  fin de  siecle  industrial  circus  to 
drive  a   team  of  half  a   dozen  or 

more  directorships.  The  Red 

Book  informs  us  that  four 

gentlemen  each  hold  at  least 
20  directorships. 

50  years  ago Canada's  Position  Improves 

Edmonton,  Jan  6.  Canada's gold  and  U.S.  doDar  reserves 
have  been  doubled  since  the 

end  of  1947  when  dol  far- 
saving  measures  were 
introduced.  They  now  total 

approximately  $1 ,000m,  Mr. 
Abbott.  Minister  of  Finance, 

announced  here.  Current 
reserves  consist  of  U.S. 

$550m  and  the  balance  in 

gold.  The  Minister  revealed 
that  at  December  31  holdings 
were  officially  5998m  . 

compared  with  a   low  of 5461m  in  December  1947. 
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Drunk  on  liquidity 
Happy  Januaryl  The  US  stock  market  is 

back  in  record  territory,  with  the  Dow 

Jones  index  surpassing  9,500  for  the  first 

tone.  The  UK,  French  and  other  European 

markets  are  also  closing  In  on  their 

all-time  highs.  Even  Japan  had  a   good 

day.  As  usual  at  this  time  of  year,  equity 

markets  are  surfing  along  on  a   wave  of 

liquidity.  Stocks  are  benefiting  both  from 
the  traditional  seasonal  inflow  of  fresh 

money  and  a   reduction  in  institutional 

cash  piles  that  were  built  up  during  last 

autumn’s  downturn.  In  the  US,  for  exam- 
ple, cash  holdings  of  equity  mutual  funds 

have  dropped  from  September’s  &3  per 
cent  high  to  around  5   per  cent,  compared 

with  a   two-year  average  of  4-L5  per  cent. 

But  every  bubble  bursts  eventually.  Val- 

uations are  now  so  stretched  -   the 

trailing  price-eainings  ratio  on  the  S&P 

500  index  hug  reached  38  timas  -   that 

even  bulls  find  them  hard  to  justify.  Tell- 

ingly, the  S&P  500  has  already  exceeded 

the  1999  year-end  forecasts  of  many  US 

strategists.  Earnings  growth  across  most 

western  markets  is  likely  to  be  lacklustre 

as  deflationary  forces  spread  across  the 

world  economy.  And  the  scope  for  further 

Interest  rate  cuts  in  the  US  and  continen- 

tal Europe  is  limited,  reducing  the  sup- 
port furnished  by  lower  bond  yields. 

Predicting  the  timing  of  any  setback  is 

difficult.  But  as  the  extra  push  from 

liquidity  peters  out  and  investors  refocus 

on  fundamentals,  it  is  hard  to  see  thin 
New  Year  rally  lasting  much  longer. 

Yen 
Japanese  exporters  must  be  feeling  less 

than  charitable  towards  Eisuke  Sakaki- 

bara,  Japan’s  vice  minister  for  interna- 
tional affairs,  whose  latest  comments 

have  done  nothing  to  damp  the  yen's 
surge  against  the  dollar.  Their  anger 

would  be  misdirected.  The  currency's 
strength  seems  bo  owe  more  to  the  col- 

lapse of  the  bond  market  than  the  opin- 

ions of  "Mr  Yen”. 
The  oversupply  in  the  Japanese  govern- 

ment bond  (JGB)  market  -   to  fund  the 

government’s  fiscal  stimulus  package  - 
has  caused  yields  to  triple  to  nearly  2   per 

cent,  attracting  funds  from  overseas.  The 

finance  ministry's  decision  to  curtail  its 
buying  of  JGBs  has  only  exacerbated  this. 

But  the  only  speedy  remedy  -   getting  the 

Bank  of  Japan  to  monetise  the  govem- 
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ment  debt  by  in  effect  printing  money  to 

buy  bonds  -   carries  huge  dangers  and 

would  be  politically  difficult 

Meanwhile,  two  further  pressures  con- 
spire to  sustain  the  yen:  the  unwinding  of 

socafled  short  yen  cany  trades,  where 

investors  borrowed  in  yen  to  buy  overseas 

assets,  and  the  need  for  Japanese  export- 
ers to  hedge  further  against  currency 

appreciation,  thereby  reducing  capital 

outflows.  Furthermore,  dollar  weakness, 

the  flip  side  of  the  yen  coin,  does  not  look 

likely  to  change  in  the  short  term,  given 

growing  concern  about  the  US  trade  defi- 
cit. Longer  term,  the  poor  fundamentals 

of  the  Japanese  economy  should  weaken 

the  yen,  but  not  before  Japanese  exporters 

join  the  rest  of  Japan  in  hurting. 

Volvo 

Volvo's  decision  to  put  its  car  division 
up  for  sale  Is  a   sensible  recognition  that 

independence,  its  strategy  since  the 

aborted  merger  with  Renault,  is  no  longer 

an  option.  One  of  the  smallest  European 

carmakers  in  terms  of  volume,  Volvo’s 
Inability  to  exploit  the  economies  of  scale 

enjoyed  by  its  competitors  has  finally 

taken  its  toll  on  the  group's  profitability 
and  share  price  performance.  For  1998. 

pre-tax  profits  are  expected  to  be  nearly  20 
per  cent  down.  Among  its  European  peer 

group,  Volvo  has  one  of  the  lowest  valua- 
tions on  a   price/ earnings  basis.  While 

DaimlerChrysler  trades  at  more  than  12 

times  2000  earnings  per  share.  Volvo  is  on 
a   humble  8   times. 

Since  Volvo  is  a   premium  brand,  with 

an  appeal  that  is  widening  beyond  the 
family,  gftgwywit  thflwfaa  to  sportier  models, 

competition  to  buy  it  should  be  fierce. 

Elat  is  the  most  obvious  fit,  both  geo- 

graphically and  In  terms  of  products. 

However,  structuring  the  deal  as  a   merger 

of  equals  may  prove  difficult  unless  all  of 
Volvo  were  to  be  included.  Volvo  as  a 

whole  is  capitalised  at  $12bn,  compared 

with  Flat's  fl4£bn,  but  the  car  division 

accounts  for  little  more  than  so  pm-  cent 
of  forecast  1999  operating  profits.  Putting 

that  segment  on  a   multiple  of  nine  sug- 
gests a   value  of  around  $6bn.  But  it  would 

be  a   shame  for  Flat  not  to  strengthen -Its 
own  Iveco  trucks  business  at  the  same 

time.  A   full-scale  merger  looks  the  best 
bet. 

Gucci/LVMH 
Investors  In  Gucd  are  all  too  aware  that 

the  stock  can  go  In  add  out  of  fashion.  Its 

share  price  has  oscillated  between  €30 

($36)  and  nearly  €70  over  the  past  couple 

of  years.  But  with  first  Praha  and  now 

LVMH  taking  stakes,  it  seems  that  what 

the  Asian  crisis  has  taken  away  bid  specu- 

lation is  giving  hack.  Of  course,  LVMH 

may  just  sit  on  the  5   per  cent  stake, 

enjoying  access. to  information  about  a 
fellow  purveyor  of  luxury  goods,  and 

eventually  profiting  -   as  will  the  whole 
LVMH  group  -   from  a   recovery  in  Asian 

consumer  spending.  The  yen's  recent 
strength  has  reassured  investors  that 

there  is  light  at  the  end  of  that  tunnel 
But  what  about  a   bid  for  Gucd?  LVMH 

could  afford  it,  unlike  Prada.  Its  11  per 

cent  stake  in  Diageo  is  worth  more  than 

Gucci’s  current  market  value  of  €&3bn. 

Bui  deep  pockets  are  not  annngh.  A   fash- 
ion house's  talents  notoriously  lie  with, 

individual  egos.  Either  these  are  won  over 

or  they  walk,  taking  the  company’s  value with  them. 

Apart  from  money,  LVMH  could  offer 

Gucci's  glitterati  an  important  role  in 

expanding  the  group's  fashion  interests. After  a   sometimes  painful  experience  as  a 

public  company,  they  might  welcome 
more  committed  ownership. 

But  LVMH,  which  is  still  trying  to  turn 

round  its  last  big  acquisition,  the  DFS 

duty  free  chain,  would  have  to  beware  of 

offering  too  big  a   premium.  After  all.  syn- 
ergies are  hard  to  come,  by  in  brands  that 

thrive  on  their  distinctiveness. 
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Europe  today 
The  Iberian  Pentosula,  Italy, 

Greece,  southern  France,  the  Alps 

and  the  Baftans  wilt  be  mainly  fine 

and  mild  with  sunny  speSs  and 

only  isolated  showers,  although 

there  wW  be  fog  In  northern  Italy, 

Alpine  valleys  and  the  Balkans. 

Northern  France,  the  Low  Cam- 

tries  and  Germany  wffl  be  mBd  with 

rain.  Scandinavia  and  north-east 

Europe  wffl  be  cold  and  wintry. 

Five-day  forecast 
Much  of  central  north  and  north- 

west Europe  wffl  tun  much  colder 

later  tomorrow  end  more  particu- 

larly over  the  weekend  wtth  snow 
and  severe  frost  becoming  more 

widespread.  Colder  air  wffl  also 

penetrate  the  western  Mediter- 
ranean during  the  weekend  but  at 

the  same  time  a   developing 

depression  wffl  bring  heavy  rain  to 

parts  of  western  Spain  and  Italy, 

Situation  at  midday .   Temperatures  musnum  far  dag.  forecasts  fly  “MWEATHERCENTRE 
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Senators  clash  over 

for  impeachment  hearing 
Republicans  seek  to  block  plans  for  accelerated  trial . 

By  Marti  Sum®  hi  Washington 

Right-wing  Republican  senators 
yesterday  sought  to  block  plans  for 

an  accelerated  Impeachment  trial  for 

President  Bill  Clinton. 
As  the  new  Congress  formally 

opened,  US  senators  remained 

locked  in  debate  over  how  to  struc- 
ture the  trial,  with  Republicans  and 

Democrats  holding  separate  meet- 

ings to  try  to  wjop  out  plun*  for  the 
historic  proceedings. 

The  trial  is  due  to  get  under  way 

today  when  William  Rehnquist,  chief 

justice  of  the  supreme  court,  for- 
mally swears  in  the  senators  as 

jurors. 

Trent  Lott,  Republican  senate 

majority  leader,  said  he  was  optimis- 
tic that  agreement  on  a   structure 

would  be  reached  before  the  trial 

opened.  However,  he  warned  that 
the  trial  could  last  anywhere  from 

three  days  to  more  than  three 
weeks. 

T   can't  give  you  a   magic  date"  he 
said.  "All  kinds  of  variables  are  com- 

ing into  play” 

Joe  Lockhart,  the  White 

.   House  spokesman,  expressed  frustra- 
tion with  the  continued  delays  *. 

and  said  Mr  -   Clinton  was 

“anxious”  to  get  the  issue  resolved, 

quickly. The  president’s,  lawyers  ate  pre- 

paring a   wide-ranging  attack  on  the 
charges  that  Mr  Cttnbm  obstructed 

justice  and  committed  perjury  dn: 

covering  up  his  affair  with  .M&hfca  - Lewinsky,  a   White  House,  worker, 

but  their  tactics  win  depend  on  the' format  of  the  triaL  . 
Mir  Lott's  comments  came  as  the 

mood  appeared  to  be  turning  against 

a   bipartisan  plan  to  hold  a   shortened  . 

trial  lasting  a   few  days. 
The  “mini-trial” .   would,  .test , 

whether  there  was  iray  chance  qf 

achieving  the  twrfbirds .majority In' the  Senate  necessary  to  convict  Mr 
Clinton.  Although  the  plan  is 

strongly  backed,  by  Democrats,  a 

growing  .number  of  Republicans 

have  said  it  would  be  aviolaticm  of 
their  constitutional  responsibility  ,   if 

they  did  not  hold  full  proceedings. 

Most  Republicans  appear  to  favour 

an  alternative  plan  for  a   trial  that 
would  last  several  weeks  and 

.involve  some  witnesses-  Alton  Spec- 

ter, a   Pennsylvania  senator,  said:  “I believe  we  can  have  a   very  narrowly 
focused  proceeding,  limiting  the 

number  of  issuies,  limiting  the. num- 
ber of  witnesses  and.  conclude  it 

within  the  parameter  of  three 

Tom  Daschle,  senate: minority 

leader,  ™'d  he.  remained  optimistic 

that  the  two  parties  would  reach 

consensus  on  a   “sensible”  plan  to 
proceed.  However,  he  warned  that  if 
the  Republican  majority  approved  a 

format  involving  witnesses,  the 
White  Bouse  sbqidd  be  given  as  long 

as  it  wanted  to.  mount  its  defence. 
That  could  drag  out  proceedings  for 

months. 

But  in  the  first  sign  that  Demo- crats might  not  be  completely,  united 

behind  Mr  Clinton,  Robert  Byrd,  a 

prominent  senates’  from  West  Vir- 
ginia, said  he  .   had  not  yet  made  up 

his  mind  about  the.  case. .   - 
“I  could  go  either  way  based  on 

the  evidence  as  I’ve  seen  car  heard 
it,"  he  said  lir  a   television  interview. 

ftepubBan  nerves,  Page  s 
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Former  army  chief  joins  race 

to  be  Israeli  prime  minister 
By  Avi  MacMs  In  Tel  Aviv 

Am  non  Llpkin-Shahak,  Israel’s 
former  army  chief  of  staff,  yesterday 

launched  his  campaign  for  the  pre- 

miership with  an  attack  on  Benja- 
min Netanyahu,  the  prime  minister, 

and  an  appeal  for  unity  In  Israeli society. 

"Netanyahu  Is  dangerous  for 

Israel  Netanyahu  must  go,”  said  Mr Shahak,  who  is  expected  to  be  a 

strong  candidate  in  elections  due  oh 

May  17. Coalition  and  opposition  leaders 

branded  Mr  Shahak,  who  , is  forming 

a   centrist  party,  a   political  novice 
with  no  vision  an  regional  peace  or 

security.  Mr  Netanyahu,  of  the 

Likud  party,  described  Mr  Sbabak’s comments  as  a   “crude  personal 
attack”  bordering  on  incitement 

“He  is  a   wonderful  man,  bat  has 

notiting  new  to  say  about  anything,” Yossi  Beilin,  a   senior  deputy  in  the 

opposition  Labour  party,  said  of  Mr 

Shahak.  Labour  supporters  are  wor- 

ried bis  candidacy  could  split  the 

opposition  to  Mr  Netanyahu. 
Mr  Shahak,  who  left  the  army  only 

two  weeks  ago,  played  a   leading  role 

In.  negotiating  the  Oslo  peace 

accords  between  brad  and  the  Pal- . 
estine  liberation  Organisation.  But 

his  involvement;  attracted  Rrmcfem 
from  Mr  Netanyahu,  who,  was  leader 

of  fixe  opposition  at  -the  thne. The  former  general’s  popularity 
has  soared  in  recent  months,  despite 

his  silence  about'  his  political 
intentions. 

He  todied  out  at  Mr  Netanyahu  for 

fostering  an  “abyss  of  hate”  between 

religious  and  secular  Jews  and  the  . 

political  left  and  right  during  his : 
tenure.  The  Labour  party,  he  said, 
had  hot  done  enough  to  bridge  gsyps. 

“A  country  at  war  with  Itself  is 

liable  to  bring  disaster  if  it  is  not 

stopped  In  time,”  he  said  - Mr  Shahak  hinted  that  a   Palestin- 
ian state  would  eventually  emerge, 

but  said  this  would  have  to  be 

agreed  in  negotiations  on  a   final 

peace  settlement.  He  also  insisted 
that  Israel  would  keep  Jerusalem  as 

its  united  capital  including  Arab 

east  Jerusalem,  which  Palestinians 

hope  will  became  capital  of  a   future 

state.-  ■ 

Mr  Shahak  rejected  a   .unilateral 

withdrawal  from  Israeli-occupied 

southern  Lebanon,  and  said  Israel 

must  negotiate  a   pullback  with 

Syria.  However,  he  strayed  from  tra- ditional Israeli  policy  by  saying 

peace  with  Syria  would  require  tem- 
torial  compromise  an  the  occupied 

Golan  Heights. 
According  to  a   recent  Gallup  poll 

Mr  Shahak  would  receive  17  per  cent 

of  the  vote  in  the  first  round  of  elec- 
tions, behind  Mr  Netanyahu,  with  31 

per  cent,  and!  Ehud  Barak,  -Labour 
leader,  with  34  per  cent  If  Mr  Sha- hak overtakes  Mr  Barak  in  the  first 

round  and  advances  to  a   rim-off  on 

June  l   the  polls  indicate  he  would defeat  Mr  Netanyahu. 

Soft-spoken  peacemaker,  Page  4 

December  1998 

Polygram 

PolyGram  N.V. 
has  been  acquired  by 

The  Seagram  Cof  <   fiiy  Ltd 

The  undersigned  acted  as  a   financial  advisor  to 

PolyGram  N.V.  In  this  transaction. 
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Storrtirand  in  NKrt.6bn  bid  for  bank fading  insurer.  launched 
a   NKrl.Bbn  ($21 5m)  takeover  bid  for  Ftnansban- lar9est  V*/eAB  *«*.  h 
.what  te  the  latest  consolidation  of  the  Nordic 
financial  sector,  ft  already  owned  10  per  cent  of 
ftnansbanken’s  shares.  Page  14 

LucasVarity  in  talks  on  expansion 
LucasVartty,  the  automotive  group,  is  In  discus- 

sions with  a   number  of  companies  over  plans  to 
expand  through  a   series  of  small-scale  acquisf- 
t&ns,  joint  ventures  and  alliances,  rather  than  a 
JJ-blown  merger  or  sale  of  the  group.  Page  18 

f   Japanese  stocks  hit  by  bond  yields Japanese  stocks  are  being  pounded  by  high 
■government  bond  yields,  and  negative  corporate 
growth  prospects.  The  rise  in  the  yield  on 
bonds  has  made  equities  less  attractive  relative 
to  bonds.  Capital  Markets,  Page  22 

Russian  market's  unhappy  new  year Last  year  foe  Russian 
stock  market  fell  from 

being  1997’s  top  per- 
former to  last  position. 

The  slump  was  pow- 
ered by  a   combination 

of  global  and  Russian 

factors,  as  the  govern- 
ment of  Boris  Yeltsin 

(left)  sacked  prime  min- 
isters, defaulted  on  its 

debt  and  devalued  foe 
rouble.  So  far,  only  foe 

bolder  traders  and  hedge  funds  have  returned 

Jp.a  market  hit  by  low  volumes  and  high  volati- 
lity- Emerging  Market  Focus,  Page  34 

-Kenya  sees  rise  in  demand  for  its  tea 
Kenya’s  tea  sector  has  experienced  strong 
demand  from  Egypt,  Pakistan  and  foe  UK  push- 

ing prices  up  by  5   cents  to  20  US  cents  a   kilo 
■from  December  after  a   year  when  production 
exceeded  expectations  and  heavy  rains  helped 

foe  country's  estates.  Commodities,  Page  24 

Body  Shop  names  finance  director 
-Alastair  Murray  has  been  named  foe  new 
tinance  director  of  Body  Shop  International,  the 
cosmetics  and  toiletries  retailer.  Page  19 

Outlook  improves  for  Pakistan  wheat 
The  outlook  for  Pakistan's  wheat  crop  has 
Improved  with  the  arrival  of  widespread  rains 

after  a   two-month  dry  spell.  The  agriculture 
ministry  has  set  a   production  target  of  19m 

tonnes  this  year  versus  last  year's  production 
of  18.7m  tonnes.  Commodities,  Page  24 

.Banks  report  smooth  euro  trading 
'   trading  began  smoothly  this  week  In  foe  new 
^European  currency,  as  most  banks  found  prob- 
■' terns  could  be  dealt  with  easily  by  hand. 

Months  of  co-operation  between  banks  that 
were  usually  rivals  had  paid  off.  Buskiess  and 
the  euro.  Page  21;  Observer,  Page  11 
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Kirch  claims  assets  over  $12bn 
By  John  Sapper  to  Londoo  and 
Frederick  Studemann  te  Bonn Troubled  German  media  group  tries  to  soothe  backers 
Kirch  Group,  the  troubled 
German  media  group  seeking  a 

cash  Injection,  has  told  poten- 
tial investors  that  its  assets 

are  worth  more  than  DMSQbn, 

($12bn)  and  it  has  lower  debt 
than  has  been  estimated. 

Kirch,  which  has  been  losing 

money  because  of  difficulties 

with  its  DFi  pay  television  ser- 

vice. has  scaled  back  the  owh 
it  is  seeking  from  three  inves- 

tors -   including  the  Italian 

media  company  Mediaset  -   to 
about  S250m  each. 

It  has  told  Mediaset  and  the 
other  two  investors,  Rupert 

Murdoch's  News  Corporation 
and  Prince  A1  Waleed,  the 
Saudi  investor,  that  its  net 

debt  is  DM2.8bn.  It  ftstiTnatna the  market  value  of  its  equity 

at  more  than  DM2Qbn. 
The  confidential  figures 

given  by  Kirch  to  investors 
last  week  provide  the  first 
indication  of  the  value  It  may 
seek  In  a   forthcoming  flotation 

of  its  television  and  film 
assets,  likely  to  take  place 
within  18  months. 

Kirch  has  also  held  separate 
discussions  with  financial 

investors,  thought  to  inriuHo the  private  equity  firm  Hicks. 
Muse.  Tate  &   Furst,  over  possi- 

ble Investment.  Neither  Hicks 

Muse  nor  Kirch  would  com- 
ment yesterday. 

Earlier  this  week,  Kirch 

unveiled  a   restructuring  that 

placed  Its  free  television 
assets,  including  a   59  per  cent 

stake  in  Sat  i,  in  a   new  divi- 

sion called  Kirch  -Media.  Its 
troubled  pay  television 

operations  will  sit  in  a   sepa- 
rate Pay  TV  division. 

However,  it  has  told  inves- 
tors that  the  Fay  TV  division 

may  owe  up  to  DML7bn  to  the 
Kirch  Media  arm  in  which 

they  would  invest  The  inves- tors want  assurances  over  how 
and  when  this  money  would  be 

paid  to  Kirch  Media. Talks  are  continuing,  but 

investors  are  sceptical  about 
the  estimate  of  debt  They  also tirinlr  Kirch  Tina  oVET-eStimated 

its  market  value,  which  would 
give  them  a   stake  of  only  3   per 

cent  each  In  Kirch  Media  for 

t2B0m 

In  a   private  presentation  in 
Milan,  Kirch  estimated  the 
market  value  of  Kirch  Media 
at  DM14bn  and  that  of  Pay  TV 

at  DM4bn.  The  third  arm.  Tau- 

rus, holds  other  assets  includ- 
ing its  DM2bn  stake  in  the 

publisher  Axel  Springer. 
Kirch  yesterday  emphasised 

its  faith  in  its  free  television 
assets,  saying  that  advertising 
sales  at  Sat  1   rose  by  14  per 

cent  in  1998  to  almost  DM3tm. 
making  it  the  second  biggest  of 

Germany's  commercial  net- works. It  forecast  profits  at  Sat 

1   of  at  least  DMiom  this  year, 

following  restructuring  and  a 
write-off  of  debt.  Dieter  Hahn, 
Kirch's  managing  director, 

said  free  television  assets  were 
now  "healthy  to  the  core  and 

highly  profitable". 

There  has  been  constant 
speculation  in  Germany  about 

the  level  of  Kirch's  debt  A 
1997  report  by  Manager  Maga- 

zine put  the  group's  debts  at 
more  fhan  DMSbn  and  claimed 

it  bad  negative  cashflow  of 
about  DMibn  that  year. 

Kirch  has  told  Investors  that 

if  the  market  value  of  Kirch 

Media  is  below  its  estimates  in 

a   flotation  they  would  be  allo- 
cated extra  shares  or  another 

form  of  compensation. 

Kirch  woos  Investors,  Page  14 

Disney  is 
close  to 
breaching 
Chinese 
harrier 
By  Christopher  Parkes 
hr  Los  Angelas 

Walt  Disney  is  bracing  itself 

for  a   great  leap  forward  into 
China  and  a   strategic  shift 
backwards  in  its  traditional 

role  as  a   provider  of  whole- 
some family  entertainment 

But  in  the  short  term, 

according  to  Michael  Eisner, 
chairman  and  chief  executive, 
investors  may  expect  few 

financial  fireworks  from  the 

company  as  it  starts  the  new century. 

While  other  executives 

might  fed  obliged  to  talk  in 

expansive  terms  about  the  mil- 
lennium, "I  think  the  year  2000 

will  offer  a   quiet  moment  to 

reflect  on . . .   our  company," 

Mr  Eisner  said  in  his  annual 
letter  to  shareholders,  pub- 

lished yesterday. 
The  company,  which  had  a 

disappointing  1998  with  net 
income  down  from  $l-97bn  to 

$1.85bn,  bad  invested  heavily 
in  new  attractions  which  had 

helped  drag  down  earnings,  he 
said.  More  heavy  spending 

Reflecting:  Mchaet  Bmr 

could  be  in  the  pipeline.  "We could  be  getting  dose  to  the 

time  for  a   major  Disney  attrac- 

tion in  the  world's  most  popu- 
lous nation,”  be  said,  in  his 

first  public  acknowledgement 
of  his  meetings  in  October 
with  tbe  Chinese  leadership  in 
Beijing. 

His  statement  confirmed 

renewed  optimism  within  the 

company  that  the  relationship 
between  Disney  and  China, 

frozen  after  the  1996  release  of 

tbe  pro-Tibet  film  Kundun.  is 
on  tbe  mend  and  that  plans  to 

build  a   theme  park,  and  release 

more  products  in  China  are advancing. 

Mr  Eisner  also  outlined 

plans  to  shift  the  focus  of  the 

group's  film  business  after  a 

disappointing  1998,  when  "in too  many  instances  profits  did 

not  materialise  from  the  reve- 
nues achieved  by  our 

films . . .   either  tbe  films  and 

marketing  cost  too  much  or the  audiences  rejected  our 

ideas.” 

Disney's  costly  Armageddon 

was  the  most  popular  film  in US  rintmas  last  summer  but 

analysts  believe  the  remake  of 

The  Parent  Trap  was  more 

profitable.  Efforts  at  serious 
movie-making,  such  as  The 

Horse  Whisperer  and  Beloved, 

were  well-received  by  the  crit- 

ics, but.  less  so  by  audiences. 
Tbe  company  planned  to 

respond  by  making  more  mov- 
ies under  the  Walt  Disney 

brand  with  “renewed  emphasis 

on  Disney  family  films". Analysts  note  that  ranging 

wider  into  big-budget  event 

films,  has  brought  mixed 
results  for  tbe  company,  while 

competitors  such  as  Dream- Works are  threatening  to  erode 

Disney’s  mastery  of  the  anima- 

tion market. 

Strong  yen  hits  home  in  Japan 
Exporters  hurt 

by  sharp  rise 
against  dollar 
By  Paul  Abrahams  and Alexandra  Kaiuey  In  Tokyo 

The  yen  might  have  fallen 
back  marginally  yesterday,  but 
there  is  no  the 

among  the  country's  manufac- 
turers from  tbe  recent  sharp 

appreciation  in  the  Japanese currency. 

Since  December,  the  dollar 

has  fallen  from  Y123  to  a   27- 
month  low  of  Y110.40  this 

week,  before  closing  last  night 
in  Tokyo  at  Y112.4L  In  August, 
the  dollar  was  trading  at  Y147. 
The  sudden  rise  in  the  yen 

hits  Japanese  companies  in 
two  ways.  It  affects  the  yen 
value  of  overseas  earnings, 

cutting-  into  profits  and  It 
makes  Japanese  goods  more 

expensive  overseas,  forcing 

manufacturers  to  cut  prices  or 

lose  sales. 
Nbbuyulti  Idfli,  president  of 

Sony,  the  electronics  group, 

said  in  an  interview  with  the 

Yomiuri  newspaper;  “Japanese manufacturing  industry  is 

exhausted  because  the  yen's mrrhangB  rate  has  fluctuated 

Volatile  times 
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"It  is  intolerable  for  the  basic  currency's  value 

to  drop  or  rise  20  per  cent  in  just  one  week. 

A   stable  exchange  market  inessential  for 
manufacturing  industry 

-   Nobuyuki  Uri,  president  of  Soqy 
Seans  DtUKom/ai 

wildly.  It  is  intolerable  for  tbe 
basic  currency’s  value  to  drop 
or  rise  20  per  cent  in  just  one 

week.  A   stable  exchange  mar- 
ket is  essential  for  manufac- 

turing industry." Japanese  companies  have 
been  here  before  and  have 

seen  the  yen  even  stronger.  In 

April  1995,  the  dollar  briefly 
touched  YB0.  The  difference 

Hme  is  that  the  domestic 

economy,  and  the  corporate 

sector  in  particular,  is  in  much 
worse  shape  because  of  the 
cumulative  effect  of  years  of 
slow  economic  growth  and 

recession,  as  well  as  the  col- 

lapse Of  Aiflnn  demand What  appears  to  have  infuri- 
ated Japanese  managers  the 

most  is  not  the  absolute  level 

of  the  currency,  but  the 

extraordinary  volatility  of  the 

yen  in  recent  months. 
Equity  analysts  in  Tokyo 

yesterday  were  struggling  to 

update  their  earnings  forecasts 

for  tbe  current  fimwiHui  year. 
MOst  presume  the  yen  is  going 

to  continue  to  appreciate. 

Brian  Rose,  economist  at  War- 

burg Dillon  Read,  says:  “With a   big  current  account  surplus 
and  a   narrowing  yield  spread 

between  Japanese  and  US 

government  bonds,  Y105  Is  not 

beyond  the  realms  of  possibil- 

ity” 

But  evaluating  the  damage 

from  the  yen’s  rise  is  proving 
tricky.  “One  of  tbe  problems  is 
the  extent  to  which  companies 

have  hedged,"  says  Garry 

Evans,  strategist  at  HSBC 
Securities.  "Although  they 
give  their  assumptions  for  the 

currency,  they  don’t  disclose 

hedging  in  advance.  What’s dear  though  is  that  a   lot  of 

groups  have  been  over-optimis- 

tic, working  around  YlSQ." Some  companies  have 

already  issued  warnings.  Nin- 
tendo, the  games  group, 

warned  It  was  unlikely  to  post 

a   parent  company  profit  with 
the  yen.  at  current  Levels. 
Masayoshi  Morimoto,  a   Sony 

vice-president,  says:  “It’s  going 
to  be  a   severe  year  if  the  dollar 
stays  at  the  current  level.  We 
hope  the  rate  will  return  to  at 

least  Y115.”  Bridgestone,  the 
world's  hwding  tyre  manufac- 

turer, said  it  was  troubled  at 
the  strengthening  of  the  yen, 
which  would  hit  the  strong 

earnings  growth  of  the  past 

several  years. 
The  company,  -   which 

depends  on  exports  for  more 

than  40  per  cent  of  total  turn- over, said  it  was  adopting  a 

wait-and-see  attitude  towards 

currency  movements. 

The  group,  which  calculates 
that  every  Yl  fluctuation  in 
the  exchange  rate  has  a   YL7bn 

impact  on  sales,  is  likely  to 

suffer  from  reduced  export  vol- 
umes and  lower  earnings  from 

its  overseas  production 

centres. 

For  Citizen,  the  world’s  lead- 

ing watch,  manufacturer,  a movement  to  Y100  against  the 

dollar  would  mean  pre-tax profits  could  be  nearly  10  per 

cent  below  the  company's  fore- cast based  on  a   Y115  exchange 

rate,  made  last  November. 

Citizen,  with  exports  repre- 
senting more  than  70  per  cent 

of  total  turnover,  said  a   Yl 

fluctuation  in  the  yen-dollar 
rate  would  mean  a   change  in 

pre-tax  profits  of  between 
Y500m  and  YSOQm,  if  yen-based transactions  were  included. 

The  market  has  already  been 

discounting  lower  profits 

among  blue-chip  exporters. 

Many  are  at  their  weakest levels  in  months. 

LKjpie  12 

Gucci  up 

asLVMH holding  is 

revealed 
By  Alice  Rawstbors  in  London and  Seiner  Iskander  in  Paris 

Shares  in  Gucci,  the  Italian 
fashion  group,  jumped  by  19 

per  cent  to  €55.4  ($65)  yester- 
day when  LVMH,  tbe  French 

luxury  goods  conglomerate, 
announced  that  it  had 

acquired  more  than  5   per  cent 
of  the  company. 

Domenico  de  Sole,  Gucci’s 
president,  admitted  that  he 
had  “no  prior  knowledge"  of the  investment  LVMH,  which 

controls  the  Louis  Vuitton, 
Christian  Dior  and  Givenchy 

fashion  brands,  said  It  would 
make  its  Intentions  known 

before  the  end  of  the  week." 
LVMH’s  shares  rose  by  7   per 

cent  after  the  announcement 

to  €200.  Analysts  said  Bernard 

Arnault  LVMH’s  acquisitive 
chairman,  might  mount  a   frill 
bid  for  Gucd,  which  could  cost 

up  to  Mbn. 

However,  they  thought  it 

more  likely  he  would  retain  a 

minority  holding  as  an  invest- ment LVMH  set  up  a   venture 
capital  fund  last  month,  but 
declined  to  comment  on 
whether  it  was  used  to  acquire 
the  Gucd  shares. 

The  secretive  nature  of 
LVMH’s  share  buying  mirrors 

a   similar  episode  last  summer 

when  Prada,  a   rival  Italian 
fashion  house,  shocked  Gucd 

by  revealing  that  it  had 
acquired  a   5   per  cent  stake, 

and  then  purchased  another 

4£  per  cent 

Prada,  which  spent  about 

$240m  In  total,  niaimwi  to  have bought  the  holding  as  an 
investment  At  one  stage  it 

nursed  a   loss  because  Gucci’s 
shares  had  been  depressed  by 

the  Asian  downturn.  Analysts 

suggested  that  Mr  Arnault  had 

timed  his  investment  in  antici- 
pation of  an  upturn. 

LVMH  is  believed  to  have 

bought  a   small  stake  in  Gucd 
when  tbe  latter  went  public  In 

1995,  as  part  of  its  policy  of 
investing  in  rival  companies  to 

secure  access  to  shareholder 
information.  It  is  understood 
to  have  similar  holdings  in 

Ralph  Lauren  and  Donna Karan,  the  US  fashion  groups. 

Market  traders  suspect  that 

LVMH  bought  most  of  its  cur- rent Gucd  holding  in  early 

December,  when  a   large 

tranche  was  purchased  anony- 

mously. LVMH  did  not  have  to 
disclose  Its  stake  until  it 
owned  more  than  5   per  cent  of 

Gucd. 

Lex,  Page  12 
LVMH  eyes  Gucd,  Page  14 

Vodafone  to  talk 
to  AirTouch 
By  Richard  Waters  and  WlBtam 
Lewis  in  New  York  and  Alan  Cane 
in  London 

Senior  executives  from 
Vodafone  and  AirTouch  may 
meet  for  the  first  time  as  early 

as  today  to  discuss  the  UK 
wireless  carrier's  $55bn  (£33bn) 

merger  proposal,  a   sign  of  the 
seriousness  with  which  the  US 

company  is  treating  the  unsoli- cited offer  despite  its  plans  for 

a   rival  merger. 

Vodafone's  offer,  made  over 

the  weekend,  arrived  as  Air- 
Touch was  negotiating  a   $45bn 

merger  with  Bell  Atlantic. 
Vodafone  has  brushed  off 

suggestions  that  it  might  sen 

part  or  all  of  Air-Touch's  US 
operations  after  a   merger. 
Vodafone's  after  was  prompted 

by  its  desire  to  control  Air- 
Touch's  valuable  European 

investments,  rather  than  Its 

larger  but  slower-growing 
domestic  business. 

The  UK  carrier  Insisted  that 

it  was  determined  to  keep  Air- 
Touch’s  US  business,  but 
added  that  it  was  unlikely  to 

use  it  as  a   platform  to  create  a national  network  of  its  own. 

Investment  bankers  in  New 
York  said  that  any  attempt  by 

Vodafone  to  sell  the  US  busi- 
ness would  attract  a   large  tax 

ML 

While  it  is  expected  to  be 

some  days  before  Chris  Gent, 

chief  executive  of  Vodafone, 
and  Sam  Sim.  chief  executive 

of  AirTouch,  meet,  other  exec- 
utives are  scheduled  to  begin 

talking  this  week. The  discussions  are  likely  to 

focus  on  the  value  of  Voda- 
fone’s shares,  which  are  the 

main  currency  for  its  offer. 
The  company  is  thought  to 
have  offered  approximately  990 

a   share  in  stock  and  $4-96  in 

cash.  The  deal  is  being  struc- 
tured as  a   merger  of  equals, 

but  the  cash  element  would 
ensure  that  Vodafone  share- 

holders retain  marginally 

mare  than  50  pm-  cent 
Ben  Atlantic  is  likely  to 

question  the  value  of  Voda- 
fone's stock.  People  dose  to 

AfrToueh  were  thought  to  be 

sceptical  about  Vodafone's high-flying  shares,  which  trade 

on  a   far  higher  multiple  of 
cashflow  than  Its  stock. 

But  the  stock  market  reac- 
tion to  Vodafone's  offer  may 

have  calmed  some  nerves.  On 

Tuesday.  Vodafone's  stock 
price  rose  BlVip  to  £11.10% 
before  slipping  back  slightly 

yesterday.  By  lunchtime  on 

Wall  Street,  AtrTouch's  shares stood  at  $79#,  a   rise  on  the  day 

of  f4 it  and  putting  them  com- fortably ahead  of  the  $75  a 

share  value  of  Bell  Atlantic’s all-stock  offer. 
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SEMICONDUCTORS  SURPRISE  SALE  WILL  MAKE  ELECTRONICS  GROUP  INTO  SECOND-BIGGEST  MAKER  OF  D-RAM  CHIPS 

Hyundai  buys  LG  Group’s By  Join  Ladun  m   Seoul 

South  Korea's  LG  Group 
yesterday  agreed  to  transfer 
its  semiconductor  unit  to 

rival  Hyundai  Group,  in  a 
surprise  move  that  ended  a 

damaging  10-day  stand-off 
with  the  government 

LG  Semicon  will  sell  all  its 

equity  to  Hyundai  Electron- 
ics Industries  (HER.  creating 

the  world's  second-biggest 
producer  of  dynamic  random 

access  memory  (D-Ram) 
chips  in  terms  of  market 

share,  behind  Samsung  Elec- 
tronics, also  of  Korea. 

The  speed  of  US's  decision 
not  to  take  a   stake  in  the 

merged  company  surprised 
observers,  as  the  company 

had  only  recently  scorned  a 

consultant's  report  which 
recommended  that  HEI  take 

a   to  per  cent  stake. 

LG  called  the  report  biased 
and  nrifair  and  threatened  to 

sue  its  authors,  the  US  con- 
sulting firm  Arthur  D.  Little. 

The  about-face  came  after 
Koo  Bon-moo,  LG  chairman, 

agreed  in  a   meeting  yester- 

day with  President  Kim  Dae- 
jung  to  drop  his  objections 

as  a   gesture  to  spur  corpo- 
rate restructuring. 

Government-controlled 
banks  froze  new  credit  to  LG 

Semicon  on  December  28  and 

were  threatening  to  call  in 

masting  loans  after  its  rejec- 
tion of  the  7030  split  with 

HEL  The  freeze  should  be 
lifted  today.  ..  . 

Rot  while  LG's  capitula- 
tion may  usher  in  a   new 

wave  of  much-needed  corpo- 
rate restructuring,  analysts 

said  it  called  into,  question  at 
least  one  of  the  two  large 

investments  the  companies 
have  in  the  UK 
Kim  Young  Hwan,  HEI 

president,  said  it  was  too 
early  to  decide  the  future  of 
LG's  £1.7bn  ($2.8bn)  chip 

plant  in  south  Wales  and 

HETs  gSfan  project  in  Scot- 
land. Both  were  put  on  hold 

after  the  economic  crisis 
struck  late  in  1997. 

He  said  talks  were  planned 
with  LG  over  what  to  do 
with  the  facilities,  which 

were  intended  to  produce - 
similar  types  of  chips. 
Chun  Woo  Jong,  a   chip 

analyst  with  Securities,  pre- 

dicted LG’s  projectwould  be 
jettisoned.  “The  factory  In 

Wales  will  not  be  built,"  be 
said.  “Job  losses  will  be 

anticipated."  The  two-phase 
project  was  to  have  created 
6,000  jobs. 

LG  said  HEI  had  agreed  to 

pay  a   premium  for  LG  Semi- con's  share  price.  Analysts 

said  the  speed  of  the  deal 

suggested  LG  had  been 

offered  a   sweetener  -   per- 

haps  .one  or  more  -bf  "HETs non-chip  divisions  or  an 

existing  mobile  phone  opera- tor in  anticipation  of 

reforms  to  the  telecommuni- cations industry. 

Ur  Kim  predicted  the  com- 
bined company  would 

become  the  world’s  leading 

chip  producer,  enhancing  its 
research  and  development  to 

focus  on  next-generation 

high-speed  nhip* 
“We  mean  business,”  he 

said.  “We  are  getting  a   very 

precious  opportunity  to 

become  truly  the-  number 
one  D-Ram  maker  in  the 
  I   :   i   

worldJ".'  HA 
hontot 

cemed 

nearly  OQba:  t   x 

Analysts  said  LG’s  agree- ment whs  expected,  as  it  ts 

very  dtgBculLfpr  zbvhusiness 
to  surv^ln  Korea  if  at  odds 

with^  the  government.' But 
they  expressed  doubts  over 
the  compatibility  of  the 

meiged  companies.' 

"in  the  short-term,  there 

are.  no  synergies"  said  "Mr 
Chun  at  Dongwong.  But  he 

added  there  would  be  sub- 
stantial cost-savings  on 

research  and  development 

and  administration.  ' 

Storebrand 
launches 
NKrl.6bn 
bid  for 
bank 
By  Valeria  Sfcfild  in  Oslo 

Storebrand,  Norway’s 
leading  insurer,  yesterday 
launched  a   NKrLSbn  ($21 5m) 

takeover  bid  for  Fmansban- 

ken,  Norway’s  second  largest 
private  bank,  in  the  latest 
consolidation  of  the  Nordic 
financial  sector. 

Storebrand,  which  owns 

10  per  cent  of  Finansbanken 

shares,  will  offer  NKr40  a 
share  in  cash  for  34.7m  out- 

standing Finansbanken 
shares  and  4.4m  shares 

related  to  a   convertible 

bond. 
The  deal  is  contingent  on 

Storebrand  receiving  90  per 

cent  shareholder  approval, 
which  it  hopes  win  come  two 
weeks  after  an  extraordinary 

shareholders’  meeting  sched- 
uled for  this  month. 

Last  month.  Den  Danske 

Bank,  Denmark's  largest, 
outbid  Svenska  Handelsban- 

ken,  Sweden's  largest  bank, 
in  a   NKrSAbn  takeover  of 

Norway’s  Fokus  Bank.  The 
deal  Is  still  subject  to 

approval  by  the  authorities. 

Storebrand’s  board  must 
approve  an  increase  of  up  to 
10  per  cent  in  share  capital 
to  help  finance  the  deal.  It 
has  so  far  received  more 

than  50  per  cent  acceptance 

from  Finansbanken  share- 
holders. 

Storebrand's  bid.  repre- 
senting a   29  per  cent  pre- 

mium to  Tuesday’s  closing 
price,  sent  Finansbanken 
shares  surging  27  per  cent  to 
NKr39.50,  while  Storebrand 
closed  NKr0.50  lower  at 
NKri52. 

Analysts  described  the  bid 

price  as  sufficient,  but  ques- 
tioned the  possible  synergies 

of  the  merger. 

Age  Korsvold,  Storebrand 
chief  executive,  said  the  deal 

would  benefit  from  the  addi- 

tion of  Finansbanken’s 
NKrlSbn  in  high  net  worth 
banking  assets,  representing 
double  the  asset  size  of 

Storebrand  Bank.  Store- 
brand's  retailing  banking 
unit. 
However  he  said  that  the 

takeover  would  not  materi- 

ally change  Storebrand's rank  among  Nordic  financial 

Institutions,  as  Finansban- 
ken represents  only  about  10 

per  cent  of  Storebrand's NKrI7bn  in  market  capital. 
Storebrand  expects  to 

receive  government  approval 
for  its  two  banking  conces- 

sions alter  the  summer.  The 

company  is  seeking  two  sep- 
arate concessions  to  operate 

Finansbanken  as  a   separate 
bank  under  the  Storebrand 

group  while  maintaining 

Ftaansbanken's  name,  man- 
agement and  employees. 

Alternatively,  Storebrand 

could  seek  one  banking  con- 
cession and  integrate  It  into 

Storebrand  Bank  if  a   pro- 

posed new  law  by  the  bank- 
ing commission  does  not  get 

approval  this  year. 
Mr  Korsvold  said  he  would 

not  exclude  the  possibility  of 

a   competing  bid. 

Sundal  Collier,  a   Norwe- 
gian stock  broker,  advised 

Storebrand  on  the  deal. 

Wolf  in  cashmere  clothes  eyes  Gucci 
By  ABce  Rawstborn 

It  takes  a   very  Machiavellian 
industrialist  to  announce 

they  have  stealthily  been 

buying  shares  In  an  Italian 
rival  on  Epiphany,  a 

national  holiday  in  Italy. 

But  that  is  what  Bernard 

Arnault  did  yesterday. 

LVMH,  the  French  luxury 

goods  group  chaired  fay  Mr 

Arnault,  dubbed  the  “wolf  in 
cashmere  clothing”  because 
of  his  predatory  business 

style,  disclosed  that,  it  now 

owns  slightly  more  than  5 
per  cent  of  Gucci,  the  Italian 

fashion  company  which  com- 
petes directly  against  Its 

Louis  Vuftton  ami  Christian 
Dior  brands. 
Mr  Arnault  has  yet  to 

state  his  intentions  towards 

Gucci.  Analysts  suspect  that 

he  sees  the  gfaifep  as  a   finan- 
cial investment,  rather  thaw 

a   precursor  to  a   hid;  hut  they 

also  interpret  LVMETs  inter- 
est as  a   sign  that  the  $35bn 

luxury  goods  market  may  be 
rallying  after  two  gruelling 

years. 

Gfobsl  luxury  floods  markat 

Percent 

Washes  •   ••  • 

“Arnault  understands  the 

luxury  business  extremely 

wen.  and  perceives  Gucci  as 
a   company  with  growth 

potential,”  says  Cedric  Mag- nrfitt,  an  analyst  with  Credit 

Suisse  First  Boston  in  Lon- 
don. 

“But  he  also  knows  the 

industry  is  breathing  a   sigh 

of  relief  because  of  the  yen's 

firmness  against  the  dollar.” 
It  was  the  yen’s  softness that  heralded  the  start  of  the 

luxury  industry's  difficulties 
two  years  ago. 

The  Japanese  tourists, 
who  had  once  spent  so  freely 

on  Gucd  loafers  anri  Henn&s 
scarves,  stopped  travelling 
as  frequently  and  buying  so 

many  duty-free  souvenirs. 
Trading  conditions  have 

since  deteriorated  not  only 

In  Japan,  but  throughout 
south-east  Asia. 

Luxury  sales  have 
remained  robust  in  North 
America  and  western 

Europe.  However,  the  down- 
turn In  Asia  (which  previ- 
ously accounted  for  roughly - 

42  per  cent  of  global  luxury 
sales,  according  to  Comitt 
Colbert,  the  French  industry 

body)  has  destabilised  the 
market  and  tightened  the 
financial  pressure  on  many 

rampaTiiPK 
The  chief  casualties  have, 

inevitably,  been  weaker 
brands  which  were  already 

losing  momentum. 
Isaac  Mizrahi  and  Todd 

Oldham,  two  former  US 

design  stars,  closed  their 
fashion  houses  this  autumn. 

Other  brands  have  been 
less  badly- affected,  partly 
because  of  the  strength  of 

the  North  American  and 

western  European  markets, 

and  partly  because  of  the  les- 
sons learned  by  their  man- 

agement during  the  deeper 
recession  in  the  early  19906. 

The  most  vulnerable  busi- 
nesses have  been  ones 

which,  like  Gucd  and  Prada, 
had  been  most  successful  at 

selling  profitable  accessories, 
such  as  bags  and  wallets,  to 

Asian  tourists. 
However,  they  reacted 

swiftly  by  renegotiating 

Kirch  woos  investors  with  new  deal 
Media  group  has  had  go  the  extra  mile,  write  John  Gapper  and  Frederick  Studemann 

Kirch  Group’s  valuation 
of  its  assets,  produced  to 
entice  outsiders  who 

include  Rupert  Murdoch  into 

investing  $2 50m  each,  pro- 
vides an  unprecedented 

glimpse  into  a   secretive 
enterprise. 

But  the  ailing  television 

company’s  estimate  that  ft 
has  an  enterprise  value  of 
about  DM23bn  (€U.8bn, 

$12Abn)  including  net  debt 
of  DM2.8bn,  raises  many 

questions.  The  most  obvious 

is:  if  Kirch  Is  so  solidly  struc- 

tured, why  does  it  want  out- side help? 

“If  they  really  have  net 
debt  of  only  DM&8bn,  then 

why  are  the  banks  not  fall- 
ing over  themselves  to  lend 

them  the  money?”  asks  one 
person  familiar  with  the 
long  talks  between  Kirch 
and  potential  Investors. 
There  are  other  questions 

as  well.  These  include 
whether  money  injected  by 

News  Corporation,  Mediaset, 
the  Italian  television  group, 

and  Prince  Al-Waleed  of 

Saudi  Arabia,  wifi  be  swal- 

lowed up  by  pay-TV  losses. 
The  saga  of  the  talks 

between  the  investors  and 

Leo  Kirch,  72-year-old  bead 
of  tbe  privately-held  group 
that  is  one  of  the  leading 

German  television  compa- 
nies, began  in  the  middle  of 

last  year  when  Mr  Kirch  was seeking  help. 

The  problematic  launch  of 

DFl,  his  pay  television  ser- 
vice in  Germany,  had  cre- 

ated cash  flow  problems.  The 

group  had  signed  expensive 
contracts  with  all  but  one  of 

the  big  Hollywood  studios 
and  was  losing  money. 

Mr  Kirch's  attempt  to 
solve  the  problem  by  merg- 

ing DFl  Into  the  rival  Premi- 
ere service  controlled  by 

CLT-Ufa,  a   subsidiary  of 
Bertelsmann,  was  blocked 

by  tbe  European  Commis- 
sion on  the  grounds  that  it 

would  stifle  competition. 

At  this  point,  Mr  Kirch 
approached  the  Investors 

Kirch  Media 
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Proposed  restructuring  deal 

Investments  in  Kirch  Media 

Tb  be  and  SOflO  by  Htth  Soup  and dfeoM 

cteft* 

•   Sari  (28W - Tttefaoo  pfc)  •maf&n 7^1  ngg £jf 

seeking  an  injection  of 
$500m  each  into  his  Taurus 
holding  company.  They 
would  be  able  to  crystallise 
thA  value  of  these  holdings 

when  Kirch  Group  was 

floated  this  year  or  next 

Mr  Kirch’s  proposals  ini- 
tially met  with  scepticism. 

Not  only  did  News  Corpora- tion and  Prince  Waleed  balk 

at  tbe  opacity  of  the  com- 
pany. but  Silvio  Berlusconi, 

the  Italian  media  magnate 
who  controls  Mediaset,  also 

disliked  pay-TV. Before  Christmas.  Mr 

Kirch  returned  with  revised 

proposals.  He  said  he  would 
split  his  company  into  three 

divisions,  which  would  sepa- 
rate his  free  TV  Interests 

and  valuable  film  library 

from  the  loss-making  DFl. 
Mr  Kirch  also  reduced  the 

proposed  investment  to 

$2S0m  each.  At  a   meeting  in 

Milan  on  new  year’s  eve, 
Kirch  Group  set  out  revised 

terms,  suggesting  the  inves- tors would  gain  3   per  cent 
stakes  in  Kirch  Media  In 
return  for  cash. 

Kirch  has  told  the  three 
investors  that  it  .   wants  to 

float  the  Kirch  Media  and 

pay-TV  arms  together  within 
an  18-month  period.  They 

could  get  cash  and  shares 

to  compensate  if  the  flota- 
tion value  is  lower  than 

DMlSbn. 
Mr  Berlusconi’s  reaction 

has  been  to  demand  more. 
As  well  as  shares  in  Kirch 

Media,  Mediaset  wants  to 
pool  some  of  its  TV  interests 
with  those  of  Kirch  in  a   ven- 

ture called  European  Televi- 
sion Network. 

While  Mr  Berlusconi  could 

get  some  compensation  In 

this  way  for  investing  in 

Kirch  Media,  the  logic  is  less 

obvious  to  the  other  inves- 
tors. They  would  have  to 

believe  that  an  equity  stake 

In  Kirch  Media  was  worth- while in  itself. 

One  problem  is  that  they 
would  only  gain  a   3   per  cent 
stake  each.  One  person 
familiar  with  the  talks  says 

the  other  investors  will  need 

far  better  safeguards  -   and 
higher  stakes  -   to  take  part 
Another  difficulty  is  that 

Kirch  Pay  TV  could  end  up 
owing  Kirch  Media  up  to 
DML7bn  for  use  of  material 
such  as  flhng  in  its  library. 

Having  gained  better 
terms  by  waiting,  there  is 
little  to  gain  by  a   quick  deaL 
“If  the  hauira  don’t  co me  up 

with  the  cash,  Kirch  will 

have  to  negotiate,-  says  one 

person  involved. 

Carrefour  <1? 
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DranbarTB 

%Ag 

12meolbi*ncfed 

Decnrbar  31, 1998 

%chg 

Group  sales 
*   in  ww  roOSoc 3   597 3.4 

31  179 
6.3 

•   in  Ff  nn&on 
J3  5V3 204523 

Franc* . 
-   in  Miras  raSGon 2   041 3.6 

17  567 
57 

•   in  FF  mifcon 
13  369 115231 

In  docember,  Carre  low  opened  6   stow;  lh*  II*.  12*.  13*  and  14*  stores  In  Own  {Dangguan, 

9   500  ro2,  Slttnghc»Pudong.pnqioo,  1 1   000 m?,  Shon^iaiGubet,  1 1   500 m2  wd  Bazhan,  8   500  m2}, 
die  6*  store  in  Korea  [Ulson,  10  100  m2)  and  lh»  21*1  store  in  Iowan  piuo  lien,  9000  m2). 

Tho  Group  operated  351  stores  by  end  1998. 

United  Kingdom 

U.S.$2,000J000,000 

Floating  Rate  Notes  Dae  2001 

In  accordance  with  tbe  provision*  of  die  Notes,  notice  is 

hereby  given  that,  for  the  Interest  Period  commencing  on 
(and  including)  7th  January  1999  to  (but  excluding) 

7th  April  1999,  the  Rare  of  Interest  applicable  to  die 

Notes  will  be  4.81125  per  ceuL  per  annum.  Tbe  Interest 

Payment  Date  for  Coupon  No.10  will  be  7th  April  1999, 
and  die  Interest  Amounts  will  be  US$1103  on  Notes  of 

USSi.000  In  principal  amount,  USSI2018  on  Notes  of 

USS 10,000  in  principal  amount,  US$1202.81  on  Notes  of 

US$100,000  in  principal  amount  and  US$12028.13  on 
Notes  of  US$1,<XXU»0  in  principal  amount. 

7th  January  1999 

Bank  of  England 

Agent  Bank 

rentals  across  Asia,  cutting 

promotional  expenditure  and 
slowing  down  store  openings 

there.  •   - 
Thanks  to  these  tactics, 

and  the  timely  acquisition  of 
its  watch  manufacturer, 

Gucd  recently  reported  mod- 

est growth  in  third-quarto1 
net  profits. 

If  the  yen  remains  firm 
against  Use  dollar  and  the 
Japanese  economy  fulfils  the 

government's  hopes  by  pick- 

ing np  in  the  middle. of 
year,  the  luxury  market 
could  recover  and  Gncci 
would  be  well  positioned  to 
benefit  from  the  upturn. 

Mr  Arnault  could  then 

be  congratulated  on  hav- 
ing made  a   prescient 

investment:  unlike  Patrizio 

BertdH,  Prada’s  chairman, who  spent  8240m  on  9.5  per 

emit  of  Gucci  this  summer, 

only  to  see  the  shares 
falL 
He  must  now  be  hoping 

that,  whether  or  not  LVMH 
bids  far  Gucd,  Its  interest 

will,  at  least,  enable  Prada  to exit  -   with  a   profit. 

US  banks 
dominate 

European 

M&A 
By  Jane  Htartfnsdn, Investment  Correspondent 

US  Investment  banks  topped 

the  European  takeover 
league  tables  last  year, 

according  to  preliminary 
figures  released,  yesterday.  . 

Tbe  league  tables  compiled 

by  IFR  Securities  Data,  the 

US  company,  confirms  the 

increasing  dominance  of  US- 
owned  banks  in  European 

mergers  and  acquisitions.  US 
banks  have  beaten  their 

European  counterparts  on 
global  deals  for  some  time, 
but  their  success  in  Europe 

last  year  is  unusual. 

Morgan  Stanley  Dean  Wit- ter. the  US  bank,  advised 
more  European  companies 

Involved  in  completed^  merg- 
ers or  acquisitions  in  1998. 

Morgan,  which  bought  Dean 

Witter,  the  US  retail- bank  in 

1997,  gained  a   33  pm-  cent market  share  in  Europe  by 

advising,  on  78  deals  worth  a 
total  of$166bn. 

Its  biggest  deal  was  tbe 
merger  between  British Petroleum,  the  UK  oil  group, 

and  Amoco  of  the  US. 

Michael  Zaoui,  cohead  of 

European  mergers  and 

acquisitions  at  Morgan  Stan- 

ley. said  yesterday:  “Leader- 
ship of  US  investment  hank* Is  well  established  in 

Europe.” 

Morgan  came  in  fifth  place 
in  the  same  survey  last  year, 

which  was  topped  by  War- 

burg Dillon  Read,  tbe  Swiss- owned  investment  bank 
which,  came  third  in  1998. 

Warburg  advised  on  128 
European  deals  overall  last 

year,  the  greatest  number  of 
such  deals.  Unusually,  sec- 

ond place  also  went  to  a   US 
firm  in  1998.  Goldman  Sachs 
advised  on  65  European 

deals  worth  $126bn  in  1898. 
More  than  6,000  deals  were 

completed  .In  Europe  last year  worth  $498bn,  . 

NEWS  DIGEST ENERGY 

T ota!  seeks  shareholder 

support  ahead  of  vote 
Shares  in  Total,  the  French  oil  company  bidding  for 

Belgium's  PstroFIna,  yesterday  rose  1-6  per  cent  to  €91, 

'•after  TWerry  Desmarast, ^   chairman.  sakHhe  deat  would 

have  a   favourable  nripatfbh  th e   combined  group’s  aam- 
.   Ihgs.  *rhe  link-up  with  PetroFinaJs  fundamentally  good  for 

the  group  and  for  its  shareholders/  he  said.  In  what  was 

widely  interpreted  as  an  attempt  to  gather  support  a   week 

before  sharSroldefS  are  scheduled  to. vote  on  the  farmed 

:   merger.  He  said  net  earnings  per  share  would  rise  by  - 

between  10  percent  md  15  per  cent  over  three  years. :   Total  shares  have  falferi  by.  more  than  16  per  cent  since 

the  deal  was  announced  Jast  month,  white  .the  GAG  40 

index  of.  blue-chip  French  stocks  rose  almost  10  per  cent, 

-   on- fears  that  the  acquisition,  price  -   at_a  37  per  cart  pre- 
mium over  PetroFlna’s  share  price  -   was  too  high. 

Total  executives  have  been  lobbying  to  convince 
■tors  of  the  merits  of  the  transaction,  in. recent  weeks, 

Desmarast  and  other  senior  executives  have  travelled 

the  US  to  hold  talks  with  analysts  and  investment  manag- 
ers.-An  estimated  50  per  cent  of  Total's  shares  Is  held  In 

the  US. 

•   The  company  said  yesterday  net  profits  would  fall  by 

roughly  10  per  cent  in  1998,  to  FFr6.8bn-FFr6.9bn 
(€l.04bn-€1 .05bn,  ,$1.22bffcC1  £4bh),  'mairijy  owing  to  low 
oil  prices,  which  avaagbd  $12.7  a   barrel,  compared  with $19.1  In  1997.  Sanier  Iskaridar,  Paris 

i   inves~\ 

ks,Mr-f 

led  to  * 

CARMAKERS 

Skoda  output  at  record 
Skoda  Auto,  the  Czech  subsidiary  of  Volkswagen  of  Ger- 

many, increased  its  production  by  12.8  per  cent  in  1998  to 

a   record  403,310  from  357,405  a -year  barter.  Skoda, 
which  Is  owned  70  per  cent  by  Volkswagen  and  30  per 

cent  by  toe  Czech  government,  is  aiming  to  raise  output  to 
more  than  500,000  by  2001/2002  supported  by  toe  launch 

of  key  new  products,  ft  is  toe  biggest  car  producer  in  c e» 
tral  Europe.  A   third  range  of  larger  Skoda  cars,  aimed  eft 

'taking  toe  company  further  upmarket,  b   under  develop- ment fbr  launch  in  2001/2002. 

Planned  capital  investment  is  being  raised  to  DM3.4bn 

(€1.74bn,  $2bn)  in  the  five  years  from  1999  to  2003  from 
the  OM2.4bn  Invested  in  the  years  from  1991  to  1998.  The 
Investment  programme  includes  ambitious  plans  fora- 
DM1  bn  plant  with  a   capacity  tb  produce  500,000  engines 

stnd  '500,000  gearboxes  a   year  at  Skoda’s  main  Miada Boleslav  site.  Construction  of  the  plant  Is  planned  to  begin later  thb  year. 

Last  year  output of  the  Octavia  large  family  car. 

launched  in  1996,  was  vfrtuaBy  doubted  to  117,529  from 

60,690  in  1997  helped  by  toe  addition  of  ah  estate  car  ver- 
sion. Production  of  its  best-<sefling  Felicia  small  car  fell  by 

3.7  per  cent  to  285,781  from  296,715  in  1997.  A   new  gen- 
eration Felicia,  based  on  a   oommon  chassis  platform  with 

toe  VW  Polo  is  expected  to  be  introduced  in  late  1999. 
Kerin  Done 

Ford  takes  electric  car  stake 

5 

Ford  of  the  US  yesterday  said  it  had  bought  51  per  cent  of 

the  shares  in  Norwegian  electric  par  maker  PIVCO  Indus- 
tries for  an  undisclosed  cash  amount  The  acquisition  . 

would  help  Ford  develop  small,  affordable  electric  t 
'   vehicles.  Ford  srid.-As'  part  of  the  deal.  Ford  wffl  assist 
PIVCO  Industrtesm  toe  marketing  and  distribution  of 

TH!NK,  an  electronic  vehicle  bunched  last  year  in  Finland, 

Denmark,  Norway  and  Sweden.  It  plans  to  introduce  a   fur- 
ther developed  version  of  THINK  In  North  America  by 

2000. 
PIVCO,  which  formed  a   new  company  shortly  after  filing 

for  bankruptcy  In  October,  had  been  seeking  a   global 

automotive  alliance  to  provide  capital  and  a   global  market- 
ing network.  Valeria  Skold,  Oslo  •   ... 

Valeo  sales  rise  16% 
Sales  rose  sharply  last  year  for  the  fifth  consecutive  year 
at  Vateo,  the  French  automotive  components  group,  to 

FFc39.5bn  (€B.G2bn  $7.1  bn),  162  per  cent  higher  than  In 
1997. 

The  company's  shares  closed  1.36  per  pent  higher  at 

€63  yesterday,  before  the  announcement 
Vaibo  said  Its  turnover  had  grown  at  an  average  annual 

rate  of  19  per  cent  over  the  past  five  years.  Second  half 
sales  Included  the  electrical  systems  activities  acquired  in 
June  from  ITT  Industries  fbr  FFrlO^bn.  FuH  year  sates 
would  be  equivalent  to  FFr47.6bn  after  consolidating  toe 
acquisition.  Samer  Iskandar,  Paris 

HEALTHCARE 

Ciba  Vision  sees  sales  surge 
Sales  of  Ciba  Vision,  the  smallest  of  Novartis's  three 
healthcare  divisions,  are  poised  to  accelerate  sharply  fol- 

lowing the  successful  testing  of  a   new  treatment  which 
helps  prevent  the  most  frequent  causa  of  blindness  among 
old  people.  Cfoa  Vision,  and  QLT  PhotoTherapeutics,  a 
small  Vancouver-based  biotech  company,  have  reteased 

early  details  of  a   pivotal  Phase  111  study  of  Visudyne  (ver- 
teporfm).  It  shows  that  the  therapy  preserves  vision  In  a 

significant  number  of  patients  with  the  “wet"  form  of  age- related  macular  degeneration  (AMD),  the  leading  cause  of 

blindness  among  people  over  the  age  of  50. 
An  initial  12-month  analysis  of  the  24-month  trials  show 

that  Visudyne  can  preserve,  but  not  restore,  vision  in  a 
significant  number  of  cases.  Dr  Nell  Brassier,  professor  of 

.   ophthalmology  at  John  Hopkins  University  school  of  medi- 
cine, has  described  the  treatment  as  a   “significant  break- 

through". 

As  a   result  of  the  early  trials,  QLT  and  Ciba  Virion 
expect  to  file  for  regulatory  approval  of  Visudyne  later  thfe  Y 
year  and  hope  to  be  marketing  the  product  in  early  2000/  £■ Ciba  Vision  has  paid  60  per  cent  of  toe  development  costs%P 
and  QLT  40  per  cent  Cfoa  Vision  will  market  It  worldwide 
and  the  two  companies  will  split  the  profits  on  a   50:50 
basis:  William  Hail,  Zurich 

Comments  and  press  releases  about  International 

companies  coverage  can  be  sent  by  e-man  to 
intamational.companieseftcom 

Baan  shares  rise  by  9.5% 
after  $75m  cash  injection 
By  fionton  Crarab  ta  Amsterdam 

Shares  in  Baan  Company, 

the  Dutch  maker  of  business 

software,  jumped  95  per  cent 
yesterday  as  it  announced  it 
had  received  a   $76m  cash 

injection  from  a   US  Investor 

group. 
Baan  will  be  able  to  offset 

the  funds  against  a   SI  10m 
restructuring  charge  being 
taken  before  tax  in  tbe  quar- 

ter just  ended. 
The-  company  is  shedding 

one  in  five  staff  after  a   slide 
into  loss  as  customers 

delayed  orders.  Fletcher 
international,  a   private  ftrnd 

affiliated  to  the  New.  York- 

based  Fletcher  Asset  Man- 

agement. has  provided  the 
sum  in  exchange  for  shares 

in  Baan. The  company  Is  to  provide these  from  August,  with 

their  number  based  on 

future'  price  movements  but for  no  more  than  $18  per 

share.  ■   ■ 

Baan  shares,  which  had 

plunged  last  year,  closed  in 
Amsterdam  last  night  at 

€10.40,  up  90  euro  cents.  The 

company  is  also  listed  on  the US  Nasdaq  market,  where 
Fletcher  has  made  a   number 

of  smaller  investments  in 

the  technology  sector.  •.  . 
A   Fletcher  official  refused 

to  elaborate,  on  the  accord- 

i 

-   :&>:£ 

Which  allows  Baan  in  Octo^l 

her  to  ask  for  a   further  |75m,  * 

and  gives  Fletcher  the 
option  to  take  its .   total 

investment  to  $225m.  '• If  the  Initial  tranche  "is 
exercised  at  the  maximum 

price,  it  would  provide  a 
stake  of  some  2.5  per  cant  in 

Baan, 

vj« 

<>U£ip 
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Thanks  to  a   world 

of  great  clients. 
Being  named  Bank  of  the  Year  as  well  as  Bond  House  of  the  Year 

and  Equity  House  of  the  Year  by  International  Financing  Review  is  an 

honour  that  goes  straight  to  our  hearts. 

Not  our  heads. 

And  it  gives  us  an  opportunity  to  thank  all  our  clients  for  allowing 

$   ̂   to  help  them  achieve  their  goals  —   from  building  companies  to 

building  whole  economies. 

At  a   time  of  market  volatility  and  global  change,  their  choice  of  us  is 

a   ringing  endorsement  of  our  belief  that  people  make  the  best  investment. 

For  we  have  built  not  only  an  extraordinary  global  network  of  offices 

and  services,  but  a   cadre  of  professionals  who  know  how  to  bring  out  the 

best  in  themselves  and  one  another. 

They  are  people  who  rest  on  no  laurels,  but  build  on  them.  And 

whose  approach  to  the  most  difficult  and  complex  situation  is  positive. 

Anything  is  possible. 
We  look  forward  to  helping  our  clients  achieve  even  more  in  1999. 

pv.
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By  Waiiam  Barnes  In  Bangkok 

Thai  Military  Bank  and 

Bangkok  Bank  both  con* 
firmed  yesterday  that  they 

are  seeking  Tier  2   capital 

help  from  the  authorities, 
but  Thai  Military  Bank 
denied  that  it  had  decided  to 

apply  for  Tier  I   help. 
Its  comments  came  after 

Tarrin  Nimmanahaemindas. 

finance  minister,  said  Thai 

Military  would  apply  for  Tier 

1   support.  Although  ail  lend- 
ers must  provide  the  central 

bank  with  a   viable  capital- 

adequacy  plan  this  month  - 

an  IMF  requirement.-  the 
surviving  institutions  are 
still  showing  reluctance  to 
bite  the  Tier  l   bullet 

So  far.  only  Siam  Commer- 
cial Bank  has  said  it  would 

apply  for  Tier  l   support  -   a 
swap  of  government  bonds 
for  preference  shares.  The 
state  could  end  up  holding 

40  per  cent  of  the  equity 

under  SCB's  current  Bt22bn 
($609m)  capital  plan. 

The  government's  August 
1993  bank  support  package 

imposes  much  tougher  con- 
ditions on  banks  seeking 

Tier  1   support  than  on  those 

COMPANIES  &   FINANCE:  ASIA-PACIFIC   

Nissan 
Motor 

disposals 
continue 

THAILAND  THAI  MILITARY  AND  BANGKOK  BANK  SEEK  SUPPORT  BUT  ARE  RELUCTANT  TO  CLAIM  TIER  1   ASSISTANCE 

Banks  apply  for  Tier  2   capital  help 
opting  for  Tier  2   assistance. 
Existing  shareholders  in 
banks  seeking  Tier  1   funds 

would  effectively  see  their 

stakes  wiped  out 
All  banks  are  expected  to 

seek  Tier  2,  non-equity  help 
under  the  support  pro- 

gramme: a   relatively  pain- 

less exchange  of  bank  deben- 
tures for  non-tradable  bands. 

The  cabinet  approved  the 

issue  of  Btl.7bn  in  bonds  to 

boost  SCB's  Tier  2   capital, 

making  it  the  first  institu- 
tion to  obtain  state  assis- 
tance under  this  scheme. 

Analysts  said  the  stiff  Tier 

1   requirements  may  be 
aimed  at  Siam  Commercial 

Bank,  Thai  Military  Bank 

and  Bank  of  Ayudhya,  which 

have  been  relatively  unsuc- 
cessful in  recapitalising  and 

were  slow  to  exploit  a   stock 

market  upturn  -   as  did  EBL 
and  TFB  -   far  funds  a   year 

ago. Foreign  investors  remain 

deeply  wary  of  the  sector, 
and  non-performing  loans 

are  likely  to  hit  50  per  cent 

this  year.  It  also  seems  inevi- 
table that  more  banks  wfil 

end  up  in  the  authorities’ 
hands. 

However,  Chatumongkol 

Sonakul,  Bank  of  Thailand governor,  said  earlier  that 
the'  Bangkok  Bank  and  the 
Hiai  Fanners  Bank  have  the 
resources  to  survive  at  least 
until  June. 

Even  government  assis- tance does  not  immediately 

end  the  pain,  since  it  empha- 
sises improving  the  appear- 
ance of  capital  adequacy 

without  injecting  significant 
fresh  liquidity. 

Observers  still  believe  the 

government  may  have  to 

buy  bad  debt  to  avoid  losing the  whole  sector. 

Software  success  gives  Wipro  hard  core  problem 
Diversified  Indian 

group  must  decide 
what  to  do  with  its 

other  activities, 

writes  Krishna  Guha 

Azini  Prptnji.  chairman  of Wipro.  is  the  darling  of 

India's  stock  market. 
Since  January  last  year. 

Wipro's  shares  have  risen 
from  Rs-166  to  Rs2 123.5  on 

Tuesday  in  a   falling  market. 

Wipro,  a   diversified  con- 

glomerate and  India's  second 
biggest  software  exporter,  is 

the  country's  fourth  biggest 
private-sector  enterprise  by 
market  capitalisation.  It 

recently  reported  first-half 
pre-tax  profits  or  Rs695m 
($16. 3ml.  up  from  Rs255m 
last  year. 

But  its  success  places  it  at 

the  centre  of  the  most  impor- 
tant debate  in  Indian  corpo- 
rate circles:  whether  compa- 
nies should  focus  on  one 

core  activity  or  continue  to 

exploit  opportunities  in  a 
business  environment  with  a 
limited  number  of  credible 

participants. 
Part  of  the  problem  lies  in 

how  investors  perceive 
Wipro.  They  are  buying  a 
high  grawth  software  stock, 

whereas  Mr  Premji  is  man- 
aging a   diversified  business 

with  interests  spanning 
soap,  medical  equipment, 
computer  hardware,  light 
bulls  and  power  cylinders. 

Last  year,  software  pro- 
duced 21  per  cent  of  Wipro 

Wipro:  die  stockmarket  darting 
St»e  price  relative  to  the  SSP  Composite 

in  5   tarns 

Computer  hantaare 
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Corporation's  sales  -   the 
main  listed  company  plus 

joint  ventures  -   but  66  per 
cent  of  profits.  Including 

computer  hardware,  infor- 
mation technology  generated 

57  per  cent  of  sales  and 
75  per  cent  of  profits. 
“The  market  is  valuing 

our  company  on  the  basis  of 

software.*'  he  says.  “Informa- 
tion technology  is  a   domi- 
nant part  of  our  business, 

and  it  is  going  to  be  increas- 
ingly so  because  of  the 

growth  rates  -   particularly 
in  software  services.  There  is 
no  other  business  in  the 

world  today  that  grows  at  50 

to  60  per  cent  plus." He  believes  that  in  three 

or  four  years,  information 
technology  will  provide  a 
much  bigger  proportion  of 

sales  and  profits,  transform- 

ing Wipro  into  an  IT  com* 
pany  with  a   number  of  other 

interests.  * 

This,  however,  raises  the 

question  of  what  to  do  with 
these  other  divisions,  that 

provide  half  of  Wipro’s  turn- 
over and  employ  the  major- 

ity of  its  staff. 
Most  investors  regard 

them  as  an  unnecessary 

drag  on  the  IT  business,  and 
would  like  to  see  them  sold. 

Some  go  further  and  suggest 

Wipro  should  exit  the  low- 
margin  hardware  business  to 

become  a   pure  software  com- 

pany. Mr  Premji  has  other  ideas. 
He  points  out  that  they  are 
leaders  in  their  own  niche 

markets  and  while  he  prom- 
ises to  restructure  the 

non-IT  activities,  he  has  no 
intention  of  getting  out  of 
these  areas. 

“We  will  focus  these  other 

businesses  more  and  we  will 

be  in  .more  value-added  seg- 
ments as  against  commodity 

segments.  But  we  do  not 

*ngM«  nutted  bite  nMerti«te  tt^ 

have  any  plans  to  divest 
businesses  in  the  next  24  to 

36  months." 
If  he  has  his  way,  Wipro 

would  be  a   software-led  ser- 
vices conglomerate,  in  which 

non-software  businesses 

would  provide  about  one- 
quarter  of  sales  turnover. 

“The  services  ™arkpt  is  a 

faster-growing  market  than 

the  product  market  glob- 
ally," he  says.  “If  you  do  it 

successfully  it  has  higher 

margins." 

For  example,  the  computer 
hardware  business  will  focus 

on  after-sales  service.  It  is 
very  profitable,  he  says. 
After-sales  activities  already 

account  for  16  per  cent  of 
hardware  revenues  and  are 

growing  at  35  per  cent  plus  a 
year.  The  power  cylinder 
business,  which  Mr  Premji 

says  gives  Wipro  exposure  to 
any  future  infrastructure 
spending  boom,  is  growing 

at  a   similar  rate. 

The  remaining  strand  to 
Wipro’s  strategy  Is  to  exploit 

the  opportunities  that  lie  in 
combining  software  skills 
with  expertise  in  other 

industries.  Computer  hard- 

ware is  one  obvious  exam- 
ple. Mr  Premji  says  the 

unglamourous  hardware 
division  adds  credibility  to 

Wipro's  software  skills  and 
opens  doors  to  new  business. 
But  the  approach  applies 

equally  well  to  medical 
systems.  “We  find  high  syn- 

ergies between  the  medical 

and  computer  businesses," 
says  Mr  Premji  “One  good test  is  the  transferability  of 

sales  people  and  research 

and  development  people." Investors  have  kept  quiet 

about  Wipro’s  non-software 
businesses  while  the  soft- 

ware boom  has  carried  its 

shares  ever  higher.  Even 
now,  however,  many  pri- 

vately have  complaints.  “I 
do  not  understand  Wipro,” 
says  one  fund  manager  who 

holds  the  company’s  shares. 
He  says  be  finds  it  impossi- 

ble to  justify  spending  40  per 

cent  of  the  advertising  bud- 
get on  consumer  products  or 

keeping  the  power  cylinder business. 

If  software  growth  falters, 

the  pressure  on  Wipro  to 
divest  Is  likely  to  mount. 
Meanwhile  it  is  up  to  Mr 

Premji  to  prove  that  his  ser- vices vision  is  a   convincing 

formula  for  profit  and  not  a 

way  of  justifying  a   corporate 
inheritance. 

By  Alexandra  Harney  in  Tokyo 

Nissan  Motor,  Japan  s 

second  largest  carmaker, 

said  yesterday  it  would  sell 

far  an  undisclosed  sum  most 

of  an  unlisted  loom  manufac- 
turing subsidiary  to  Toyoda 

Automatic  Machine  Works,  a 

machinery  manufacturer 
affiliated  to  Toyota  Motor. 

The  move  is  part  of
  Nis- san's restructuring  drive, 

launched  last  year  amid  the 

Japanese  ear  industry’s worst  slump  in  decades.  The 

Carmaker,  which  expects 
losses  of  YSObn  <$2©m)  this 

year,  alms  by  2001  to  reduce consolidated  debt  by 

Yl.OOObn  from  Y3.900bn  last 

year,  and  to  lower  expenses 

by  Y400bn  over  the  same 

period. 

It  follows  the  sale  of  Nippo 

Agency,  a   promotional  mate- 
rials unit,  to  TBWA  World- 

wide, the  London-based  mar- 
keting group,  and  the  sale  of 

tire  company’s  Tokyo  head- 
quarters last  year. 

Nissan  is  also  believed  to 

be  in  talks  with  Daimler- 

Chrysler,  the  Gennan-US automotive  group,  to  sell 

Nissan  Diesel,  a   truck  and 

engine  manufacturer  in which  it  holds  nearly  a   40 

per  cent  stake,  although  the 

company  declined  to  com- ment on  the  discussions. 
The  sale  of  the  water-jet 

textile  machinery  business, 

which  represents  about 

80  per  cent  of  Nissan 
Texsys's  operations,  will 

take  place  in  ApriL 
Nissan  Texsys  is  capital- 

ised at  Y9bn  and  reported 
sales  between  YlObn  and 
Y20bn  last  year,  according  to 

Nissan.  The  Tokyo-based 

company  employs  a   work- force of  330  and  makes 

equipment  for  textile manufacturing,  mainly 

water-jet  and  air-jet  textile machinery. 

The  details  of  the  deal  will 

be  finalised  next  month. 
The  Huai  was  announced 

after  the  close  of  trading. 
Shares  in  Nissan  jumped 

Y22,  or  nearly  7   per  cent,  to 

Y356  yesterday  on  rumours 

about  a   possible  tie-up  with 
DaimlerChrysler. 

news  digest 

INSURANCE 

Sun  Life  set  to  form 

Indian  alliance 

Sun  Life  of  Canada  yester
day  joined  thewave  of 

S^Sona!  companies  poise
d  to  ente-  India’s  fawranoe 

SkTwhen  it  detailed  pl
ans 

services  allianfee  with  the  Adity
a  Blria  group.  The  move - 

comes  as  Indian  politicians  con
tinue  ?° 

of  a   bffl  to  end  the  state’s  m
onopoly 

fahiart  fn  parliament  last  month  but  r
eferred  to  committee. 

Sun  Life  will  take  a   50  par  cent  stak
e  In  three  existing  . 

Blria  companies  in 

retail  distribution.  An  insurance 
 jemt  venture 

lished  as  soon  the  reforming  legislation  is
  passed.  Donald 

Stewart,  president  of  Sun  Ufa,  said  he
  was  optimistic  that 

the  sector  would  be  opened  soon
. 

Aditya  Blria  will  end  its  existing  joint  venture
  with  Capital 

International  in  asset  management 

Sun  Life  and  Aditya  Biria  join  a   numbe
r  of  alliances, 

including  the  Tata  Group  and  America
n  international 

Group,  and  Prudential  of  the  UK  and  
Industrial  Credit  and 

Investment  Corporation.  Krishna  Guh
a.  Bombay 

BANKING 

IBJ  joint  venture  dissolved 
IBJ  Schroder  Bank  &   Trust  the  New  York-base

d joint ven- 
ture between  trie  industrial  Bank  of  Japan  and  Sen  rad

ars, 

yesterday  said  the  partnership  had  been  
dissolved  foKow- 

fng  the  purchase  of  the  shares  held  by  th
e  UK  merchant 

banking  group. 

Trie  company,  renamed  IBJ  Whitehall  Bank  &   Tru
st  pur- 

chased Schraders’  remaining  2.3  per  cent  stake  for  an 

undisclosed  amount.  Trie  Industrial  Bank  of  Japan  
had 

originally  purchased  a   49  per  cent  stake  in  the 
 former 

J.  Henry  Schroder  Bank  and  Trust  in  1985.  This  was
 

Increased  to  97.7  per  cent  In  1989.  IBJ  Whitehall,  which
 

was  capitalised  at  $239.7m  at  the  end  of  June  1998, 

according  to  IBJ.  expanded  its  fond  management  capab
ili- 

ties last  April  through  the  acquisition  of  Delphi  Asset  Man- 

agement for  about  $20m. 

industrial  Bank  of  Japan  yesterday  said  it  had  bought 

out  Schraders  and  given  back  its  name  after  the  UK  group 

had  indicated  that  it  wished  to  concentrate  on  Its  own 
investment  bank  activities  In  the  US. Naoko  Nakamae,  Tokyo 

VIETNAM  AIRLINES 

Passenger  numbers  down 
Vietnam  Airlines  transported  2.48m  passengers  fast  year, 

down  2   per  cent  from  1997,  it  said  yesterday.  Trie  number 

of  passengers  on  Hs  international  flights  reached  900,000, 
down  5   per  cent  from  a   year  earlier  and  10  per  cent  from 

1996.  It  blamed  the  fall  on  plunges  in  tourism  and  busi- 
nesses affected  by  the  Asian  financial  crisis. 

Trie  group  said  it  transported  about  40,000  tons  of 

cargo  last  year,  roughly  on  a   par  with  1997’s  volume. Although  the  company  declined  to  disclose  revenues,  it 

said  it  was  “relatively  affected”  by  devaluations  of  the 
dong  and  regional  currencies  as  it  receives  much  of  its 
revenue  in  dong  but  pays  for  fuel  and  leasing  in  dollars. 
AP-DJ,  Hanoi 

You've  heard  the 
€uro  Ballyhoo! 

@ccess  €urope  Ltd. 

a   BACS  solution  provider,  proudly  announce  that 

BANK  BRUSSELS  LAMBERT 

have  installed  our  latest  €uro 

electronic  transaction  software 

To  find  out  how  we  can  help  you  with  the  €uro 

and  to  see  our  comprehensive  range  of 

electronic  transaction  products  - 

visit  our  new  Web  site  at: 

www.access-europe.com 
Or  contact  us  by  telephone  on: 

0181  408  7888 

Fax:  0181  408  7887 

E-mail:  info@access-europe.com 
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CONTRACTS  &   TENDERS 

ETBA 
Finance 

ECONOtSC  •   FINANCIAL  SERVICES  SJL 

ANNOUNCEMENT 
FIRST  INTERNATIONAL  PUBLIC  TENDER  FOR  SALE  OF  THE  ASSETS 

OF  “THE  COMMERCIAL  &   INDUSTRIAL  COMPANY  FOR  THE  SALE  A 

RECYCLING  OF  METALS  SA"  known  as  “REMET  SJL" 

ETBA  RNANC6  ECONOMIC  b   FINANCIAL  SBTVtCES  SJL  WtfM  In  Mm  (1  Eratoaftianous  &   Va*.  Conatarioou  Sts.).  fa 

os  capacity  ae  spedai  Hufctafar.  by  vbtoa  rf  Dadstan  No.  46SV1S98  of  theAtoena  Court  o<  Appeal,  ol  the  above  company  which  is 

w   specwl  IquitMon  a.  par  ttkfe  46a  el  Law  1892A990,  at  ftfplaMnad  by  otic*.  W   of  Low  2000AB91  m   curranBy  In  fares 

ANNOUNCES 

aFistinttiMaaMlPidrifc  Tender,  sift  siatted.  btn^ebare  fat  safe  ol  Batata)  assagai  “THE  COStetEnOALAMOUSTaiAL 
COWWIY  FOR  THE  SALE  *   fiSCrOJNQ  OF  ICTAtS  SA"  rnSMET  SAT 

Stfranacy  date  on  tha  company  whf  irf  iWWfcwi 

-THE  C0»*«nClAL  &   INDUSTWAL  COMPANY  FOR  THE  SALE  A   RECYCLING  OF  METALS  SA:  (H&CT  SA1)  owns  a   factory 
m   tha  todusMai  aw  of  Fobas  lor  batftifl,  tnperthg.  anporttog,  prattobng.  praesaalnQ  and  recycling  ferrous  and  nonfatraua  moHta, 
arts  rabies  <4  at  types,  ecr^i  metal,  as  wal  as  N^Hechnofagy  product,  and  machinaqr  of  ol  types. 

TUB  md  la  tatalad  on  a   renowned  p lot  tatateg  BJSS  nrtn  aril  which  b   fenced  al  wand  and  rartang^r  in  .hap,  and  has  a 
pawd  road.  Thaw  B   a   wei^i  bridge  by  the  central  entrance  ol  Pie  open  area. 

The  bufc*ig  h   which  production  takas  place  671  m*  In  ana  and  also  haa  a   aharl  342J7  m*  fa  area  pm.  a   ante  etactrte  pomr 

-wepany  18  w‘  to  ana.  7ha  buMbg  hat  bean  eananuctad  ««h  prefabricated  retrtoraad  concrete  aacOons  &oB\  walls  end 
ceAngg).  wah  camera  Boors  and  metal  window  and  door  frames. 

The  msdnnfcai  eqfapmam  a   sutobfa  lor  the  aboirereeretoned  eompteiy  operations. 

Items  of  tne  Announcement 

*   Tho  terete  ted  be  oonduend  fa  aowdane*  srthlhe  pRsMona  d   antes  <t6a  d   law  Teem 990  as  amptonanied  hy  artbe  u   o» 
Lot  2000199?  as  cummty  m   faw  the  term  cenalnad  in  the  praaart  Amouncamen  and  the  terrm  contained  ki  tie  Offering 
Memortmfcnv  ieg“*»*  ol  wtwtiar  or  not  may  era  rapaated  fe  the  pmasnL  The  submfealan  ol  a   Dtxfing  otter  Indies  acceptance 
d   altheoawirra. 

2.  rnwmuBd  partial  may  <*teti  e   deated  Ottering  Memorandum  and  ask  lor  *nf  odfer  WormaSon  on  styafere  of  a   oonAdantaWy 

a   irttwed  partus  are  anted  to  wbrntt  a   sealed,  bhdkig  offer  to  tha  Athens  notary  pubic  aarigned  » the  Wider.  His.  Consandna 

A   VtoBou  at  TIM  Aeotou  SMat  Asm*.  feL  (301 J   3ZT7222  by  12  noon  on  Thunder.  28th  January  7899. 
Cfloro  nats  be  Mjmttad  in  person  or  fey  a   legate  MhariBednafBesertgttw.  Otters  auxnttad  beyond  the  fern  final  wB  not  be 

oosjifed  or  fekan  Ha  canattanfan.  0Bwb  rmat  not  confefn  (arms  igton  ahtei  tnalr  btrrfno  quNRy  wB  d^ravf  a-  which  amts 

vaguanen  noth  Meant  to  tha  srioum  a-  fee  mathod  o»  payment  ot  t*  offetsd  pries  or  win  regani  to  any  oCiar  asamfeti  potrda. 

«   OBoq  moat  be  atconyantod.  on  penally  teeancalMlonflfiaoSfe.tty  a   tettar  of  puarantaa  home  fctdtoabanmagatyoparatng 
m   Qraaoa.  to  m   amount  ol  Sty  miaon  ckwtanaa  (GDR  KMW)  POO}  as  par  spadman  oontafead  In  tie  Ottering  UemoranStiL  vaid 
undi  the  atSricatan  br  low  btddata  and  unta  atyaajta  of  tea  «*a  extract  to  tie  Ntfwat  bidder. 

5   The  offsmtei  be  opened  by  the  abovpmemtanad  notify  bi  her  flffceteWdX)  hours  on  Tft«nda*2S  Jammy  1989.  Wtanmed 
periiee  mio  ham  nferfeed  faMng  olfere  n«*i  ihe  ttme  brtt  are  antHad  to  attend  the  opening  d   tie  often. 

6.  The  Meted,  bfedfeg  oOgm  mat  apaoEcaty  safe  tha  tefetad  amoum.  in  utw  aaiency  and  the  method  ot  payment  (whether  In  cash 

o»  on  atm  in  the  mant  that  payment  Is  to  be  on  cm*  tea  oBar  must  state  (he  nutaar  of  hataroerls.  Wwn  twy  am  to  be  pmi 
and  the  Wmsott  during  ihe  ertta  partao  op  to  fe*A  aatPanwa .   K   mental »   not  made  ol  ot  tea  method  at  payment  b)  whether 
tha  babnea  on  o«a  mS  bear  Mma  or  not  (3  the  «a  of  taareat  then  I   a«  ba  oonaaponSigV  dbomed  aw  a)  the  amoiaa  ml 
be  paaf  to  cash,  b)  the  Datanoa  on  cracfl  <*B  not  bear  bmntaL  oj  tha  rata  ol  NareH  fer  Bn  batance  on  aedl  mS  be  catoAdad  an 
the  haw  m   <*  the  Mast  teeue  ot  ctsia  oewfa  c<  one  yaart  duration,  and  d)  the  eumney  M   be  to  thachmaa. 

T.  Tha  taewrytaoBerod  tor  any  fend  olpmducaon  that  the  parJasor  may  dwoaa.  In  any  mad.  however,  twpuichaeer  must  at  Ha 
cMnamanwardcatB.  see  to  the  conaapcnflng  feauing  cl  Bib  nacoHirary  Merit  pent*. 

S.  In  the  own  ot  pan  payment  on  eaedt  d»  present  mfce  vm  be  tahan  Mo  acsnmt,  whfcJi  nS  be  caktokM  m«i  the  totatf  «a  of 

toe  tea  feaua  of  bands  ol  one  yaw’s  cLsaaon.  ff  toe  a*w  Is  made  to  foreign  cum*  tor  la  comardton  Into  itedsnas.  Ow 
Mng  price  at  the  Bank  Oeaca  on  iha  feal  day  ter  too  sutentaaton  «l  tflaim  to  tha  praaard  tender  m»  be  used. 

9.  The  highsst  biddar  to  0»  tender  nS  be  toe  one  ottose  alter  deemed  by  the  creStor  ETBA  SA.  IoIcm««  be  praaotsaltaWs 
btr »»  fcA*fatar.  10  be  the  most  safet&ctay  tor  tie  aqdkn  d   the  emopany  to  Iquatodon. 

10.  Tba  sfemeniB  which  owln  19  pai  comparVa  aaaa  ehal  be  sold  Vm  Is  and  ariwo  V   and.  more  apadfctffe.  to  ttaar  actufe  ml 
teoai  condBon  aod  at  toe  pfeca  Mhara  may  an  sfeuatad  on  tha  dajr  of  sfgnansa  of  (he  safe  oortect  Tha  kpStator  and  tea  oadtera 
smiKawsponai*>tafeBN.yaaitaiMBCttw0eRta«ae8i<ttoyh>ifltegtoateatota8tee.rBrta»iytoconbdBMmnaccuTalB 
UB60rip<MiJBiaminSwOB»togMernwaiaUn.baawsiBdpBritea.aia»*l.wNiihairowni>wana.dR)BnoBandiBapcnrtSRy.and 
«   teak  own  aapensa.toelt  into  and  town  iheb  man  aasewmitet  Bie  QWacBta  sale.  The  atonteetonte  an  tAwhrti^thaitho 
rtmetadp^ktayoRanolBBlBBal  and  actual  state  ol  In  obfrds  far  sata. 

it.  In  Bte  nen  Bm  BN  patm  d   atoom  am  assets  of  fl»  compay  undr  BsMabon  are  atfcrfcatad  Ub  ki  Ni  oUmflon  to  *tp«r 
a   Bw  me  and  FOGS  specBed  in  Bm  Iguittaans  inAadan,  to  cadwr  to  stai  Bm  nsathe  taanaei  in  acoonlaKa  wHi  tha  mtm  te  an 
praaaw  Annancamwa  ^xt  c«  Mm  otfer.  aa  IfeaBy  corapcaad.  ban  toe  gtannleo.  asaboae.  b   fartattad  to  ttMKr  ol  fte  laAlittr 
■id  tha  owRon  e?  a&r  to  caw  el  expanses  of  aty  Und.  ttne  vent  and  raal  or  paper  tosses  austral.  Mh  no  dbkabon  » 
WMB  preot  N   such,  or  eonakfer  lha  amourt  oa  a   pera*j  douse  and  coOsct «   bon  Ba  guarantor  bank. 

,2-?" aapomaifty^ nwanfe  partfefcro  In  Bk  tsnow,  both  «tft  regard  to  B»  report  asaeaahg The  Cites.  toB*otai4^dlhB?1tficiBBMd»f.  to  titer  decfalon  to  repeat  toe  lender  and,  ganaalir.  wflh  regaro  to  oBtordaotfaM 

WMioonoemtogihapracecferaenjuawttei^ttniBndte.  
^ 

Announmen  and  ana  Bias  paiBcipaian  h   the  tendar.  agalnet  the  IquUaur  or  the  aaSas  tor  mtf  cause  or  reason 
14  Acc^toparLlSteaifcfe  Afloat  Ian  laamaaOBto  sate  oontMtaaBwwaawa^irawiCTroAtotonband  aw  oa» 

.*,UfAi  UiUauiLiiiares^atr4i0jtniniiaros.ciiasorctafeorttMripaily  lytsorataimtlBaa.  wtAama 
taaryeea.  MBfenneon  an>  iwmoagora  ara  raatotad  to  30%.  Any  eggxnsoa  kicurad  h   Bw  etoe  of  fie  -yi-  (vat 
lOTym,  notoriw  and  man^gn.  knoaiy  s^tetetes,  eto.T  bm)  cthw  atpansn  are  to  be  boms  by  Bh  buyer. 

Tha  pnaore  mm  tbaffad  »i  Qntai  and  bantxad  Md  Ergfeh-  However,  ki  Bie  event  ot  cBTBrancea  ooewibn  In  lenteton  the  Greek 

to  Older  to  tettto  the  OBertoBMonwnndign  and  far  any  adrffltanMiMniTihutf.t 
Nfalylo  Bie  dteasri  9b  teadatof  ETBA  RHAWCE  Economic  a   Rnancai  Servtaes  SA 

1   Eraostienoue  &   \faa  Coresrtinou  Sts  (4ei  Roarl  Athens, 
T*  (301)  756021a  (301)  7S6027S.  (30?)  7560506  and  Fax  (301)  rsaOBBS 

    (Mr.  CA.  ftpatfanfafadareto  Mrs  &   Angnoappantau). J 
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I Griffin  probe  alleges  unauthorised  trades By  Vincent  Boland  in  London 
and  fflkkf  Taft  in  Chicago 

The  investigation  into  the 
collapse  of  Griffin  Trading 
Co,  a   Chicago  derivatives 
firm,  has  uncovered  alleged 
unauthorised  trading  by  a 
senior  executive  at  the  firm 
which  could  have  cost  it  uo 
to  82m. 
Griffin  filed  for  bank- 

ruptcy last  week  after  John 
Park,  a   trader  associated 

with  the  firm's  London 
office,  incurred  losses  of 
£6im  ($io_3m>  just  before 
Christmas  in  trading  Ger- 

man government  bond 

futures  cm  Eurex,  Europe's 
biggest  futures  market 

It  is  understood  that  inqui- 
ries into  the  collapse  have 

uncovered  possible  unau- 
thorised securities  trading 

by  Scott  Szacb,  the  chief 
financial  officer  at  Griffin  in 
Chicago.  It  was  not  dear  last 

night  whether  the  alleged 

losses,  which  people  famOiar 
with  the  matter  said  were 

estimated  initially  at 
between  SI. 5m  and  $2m. 

were  related  to  those  of  Mr 
Park. 

Griffin  yesterday  contin- 
ued to  refer  all  calls  and 

requests  for  comment  to  Ty 

Fahner.  a   former  Dlinois 

attorney-general  at  the 
Mayer  Brown  &   Platt  law 

firm  representing  Griffin.  Mr 

Palmer’s  office  said  be  was 
in  meetings  in  Washington 

DC  and  not  immediately 

available. 
Mr  Park's  pre-Christmas 

losses  led  to  the  closure  of 

Griffin's  London  office  and 
of  an  associated  firm,  GLH 

(Derivatives).  As  a   result, 

funds  held  at  Griffin  by 

about  loo  other  London  inde- 

pendent traders  or  ‘'locals", 
who  used  it  to  dear  their 

trades,  were  frozen,  prevent- 

ing them  from  trading  on 
the  London  International 

Financial  Futures  and 

Options  Exchange. The  likelihood  of  further 

losses  at  Griffin  emerged  as 
the  locals  were  preparing  to 

meet  the  Securities  & 

Futures  Authority  in  Lon- 
don today  to  challenge  its 

decision  to  freeze  their 
assets.  Traders  who  used 
Griffin  in  Chicago  had  their 

funds  transferred  to  other 

firms,  allowing  them  to  con- tinue trading  normally  on 

the  Chicago  Board  of  Trade 

and  the  Chicago  Mercantile 

One  local  said  the  freezing 

meant  independent  traders 
were  “being  treated  as  part- 

ners in  Griffin's  liabilities" 
but  that  they  had  not  been 
treated  as  such  for  profit- 

sharing.  The  locals  have 

taken  legal  advice  on  the SFA’s  decision. 

Boeing  cuts  knock  Northrop 
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emyi’?  rummers  down 

■   rBy  Christopher  Partes 
/in  Los  Angeles  and 
P   ffikW  Taft  In  CHcago 

Northrop  Grumman  shares 
tumbled  more  than  7   per 
cent  in  early  New  York  trad- 

ing yesterday  after  the  US 
aerospace  and  defence  group 
warned  that  1999  profits 

could  be  20  per  cent  lower 
than  expected,  and 
announced  a   J125m  charge 

against  earnings  for  the  clos- 

ing quarter  of  1998. 
The  news,  which  carry*  as 

AlliedSignal  announced  a 

shake-out  of  its  aerospace 
operations  and  follows 

recent  profits  warnings  from 

Boeing  and  Lockheed  Mar- 

tin, depressed  Northrop’s stock  as  the  market  hit  new 

highs.  By  lunchtime,  the 

^Shares  had  slid  $5%  to  $87%. 

(j  The  charge  would  reduce 
■F1998  earnings  by  about  $1.18 
1   a   share,  the  company  said. 

“We  believe  the  current  ana- 

lysts’ consensus  [profits] 
estimate  for  1999  is  over- 

stated by  approximately  15 

to  30  per  cent,"  added  Kent 
Kresa,  chief  executive.  How- 

ever, revenues  were  still 

expected  to  increase  slightly. 

The  company  blamed  Boe- 

ing’s planned  production cuts  for  most  of  its  problems, 
and  said  reduced  demand  for 

commercial  airliner  compo- 
nents would  reduce  1999  rev- 
enues by  about  $350m. 

It  said  cuts  in  747  jumbo 

jet  production  had  disrupted 
its  production  lines  and 
incurred  costs  which  it 

aimed  to  recover  from  Boe- 
ing. and  which  were  not 

included  in  the  latest  charge. 
About  $20m  of  the  charge 

was  attributable  to  delays 
affecting  tests  of  a   joint 
defence  contract  for  the  US 

and  UK  artped  forces. 
Meanwhile,  AlliedSignal, 

the  diversified  group  which 

last  year  lost  a   $10bn  battle 
to  take  over  components 

group  AMP,  said  a   '‘realign- 
ment” of  its  aerospace  divi- 
sions, intended  to  simplify 

the  group  structure  and 
reduce  costs,  would  yield 

annual  savings  of  between 
$3Qm  and  $50m. 

The  operations,  which 
include  avionics,  electronics 

and  cabin  press urisation 

systems,  generated  $3.6bn  in 
revenues  in  the  first  three 

quarters  of  last  year.  Allied- 

Signal shares  rose  S’A  to 
$44ft  yesterday  morning. 

YPF  sale  price 
above  forecast 

Kent  Kresa:  analysts’  estimates  of  profits  overstated 

.   Northrop.  which 
announced  a   $60m  charge  in 

August,  said  recently  that 
the  latest  round  of  cuts  at 

Boeing,  for  which  it  makes 
fuselages  and  doors,  would 
result  in  the  loss  of  1.100 

more  commercial  aircraft 

Jobs  next  year. 
The  move  brought  the 

number  of  redundancies 

planned  for  1999  to  about 

9,000,  or  17  per  cent  of  the 

group's  payroll 

CTR  hires  Lehman  in 

drive  to  raise  $3bn 
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By  Daniel  Bog  tor 

/   CTR  Group,  the  company 

[behind  Project-  Oxygen,  a 

planned  global  fibre-optic 
cable’  network,  has  fired 

JJ*.  Morgan  as  its  financial adviser  and  hired  Lehman 

Brothers  to  try  to  raise  $3bn 

in  project  financing. 
CTR  also  confirmed  that  a 

leading  US  telecommunica- 
tions operator  is  close  to 

purchasing  capacity  on  its 

system.  Such  an  endorse- 
ment would  provide  a   criti- 

cal boost  for  Project  Oxygen, 

which  is  hoping  to  start  con- 
struction on  the  first  part  of 

its  submarine  cable  system 

linking  Europe.  North  and 
South  America  this  spring. 

Eventually,  the  network, 
which  has  been  bailed  as  the 
infrastructure  for  a   new 

“super  internet”,  aims  to 

link  170  countries  with 

300,000km  of  cables,  at  a 
total  cost  of  $14bn. 

However,  CTR  has  already 

missed  a   self-imposed  dead- 
line of  last  December  for 

raising  the  first  portion  of 

funds.  Neil  Tagare,  chair- 
man and  chief  executive, 

said:  “Lehman  Brothers  has 

put  a   large  number  of  senior 

people  on  to  our  project  and 
we  are  confident  of  raising 

the  money  very  soon." CTR  is  looking  for  $lbn  in 

equity  and  $2bn  in  debt  and 

vendor  financing.  It  has  $500- 
$600m  of  soft  commitments 
for  the  equity  portion, 

largely  from  investors  want- 
ing to  participate  in  internet 

ventures.  None  of  these  are 

telecoms  companies.  Mr 
Tagare  is  confident  that  all 
the  equity  will  be  in  place  by 
the  end  of  the  first  quarter. 

Meanwhile  Project  Oxygen 

has  already  signed  up  over 
40  international  telecoms 

operators  and  presold  them, 
more  than  Slbn  of  capacity 
over  25  years. 
These  carriers,  including 

North  American  Gateway, 

Russia’s  Rostelecom,  VSNL 
of  India  and  Telecom  Egypt, 

have  been  at  the  sinaHer  end 

of  the  industry.  Larger  oper- 
ators have  been  reluctant  to 

participate,  as  they  own 
most  of  the  under-sea  cable 
systems  with  which  Oxygen 
will  directly  compete. 

Mr  Tagare  said  the.  inter- 
est now  shown  by  larger  car- 

riers demonstrated  an 

increasing  acceptance  by  the 

sector’s  giants  that  low-cost, 

high  band-width  networks 

like  Oxygen  would  trans- 

form the  industry’s  econom- 

ics- 

g.
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Underwater  venture  needs 

backing  to  stay  afloat 
Success  of  vast  network  is  not  assured,  writes  Daniel  Bogler 

The  call  of  the  sea  may  be  1907,  remains.  Of  course,  the  CTR  only  employs  aroon about  to  turn  into  real-  seabed  is  already  littered  people,  its  chairman  i 

ity.  CTR  Group,  a   New  with  telephone  cables  -   most  well-known  figur
e  in 

k 
S'"? 

m 

ip# 
w .   -r 

The  call,  of  the  sea  may  be 
about  to  turn  into  real- 

ity. CTR  Group,  a   New 

Jersey-based  start-up,  is  pro- 
posing to  encircle  the  globe 

with  a   vast  network  of 

underwater  fibre-optic 

cables.  Dubbed  Project  Oxy- 
gen, the  network  would  span 

ifift.nnnkm  across  99  landing 

points  in  78  countries,  reach- 

ing every  continent  but  Ant- arctica and  furnishing  the 

infrastructure  for  a   "super 

internet''. 
*   Neil  Tagare.  chairman  and 

:^mler  executive  of  CTR, 

promises  that  Project  Oxy- 

'   gen  will  allow  true  connec- 
tivity from  anywhere  in  the 

world,  erase  the  distinctions 
between  voice,  video  and 

data  telecommunications 

and  lower  prices  to  such  an 

extent  that  carriers  will  no 

longer  bother  to  charge  for 

traditional  phone  calls. 
If  it  is  built,  that  is. 
With  construction  due  to 

start  this  summer.  CTR  has 

yet  to  raise  the  $3bn  for  the 

project's  first  phase.  How- 
ever. the  group  has  just 

switched  financial  adviser 

*   from  JJ?.  Morgan  to  Lehman 
Brothers  and  Mr  Tagare  Is 

confident  the  financing  will 

be  in  place  by  May. 

Independent  voices,  how- 
ever, are  less  sanguine.  Abhi 

Chaki.  analyst  at  Jupiter 

£   Communications,  says
: 

*   “Oxygen  could  have  a   tre- 

*   mendous  pay-off.  But  it  is 

high  risk,  high  reward.  It 

remains  to  be  seen  whether 

they  will  get  the  money 

under  current  market  condi- 

tions." 

The  commercial  logic 

behind  the  venture,  which 

Mr  Tagare  proposed  in  June 

1997,  remains.  Of  course,  the 

seabed  is  already  littered 

with  telephone  cables  -   most 
of  today’s  international  calls 
are  routed  through  them. 

But  with  traffic  volumes 

growing  at  80-100  per  cent  a . 

year  due  to  the  internet,  “no submarine  cable  system  yet 

built  has  remained  unfilled", 
according  to  Jack  Kessler, 
who  runs  communications 
consultancy  KML 

On  top  of  that.  Project 

Oxygen  has  three  big  advan- 
tages over  rival  systems. 

First,  its  sheer  size,  which 

wffl  bring  it  huge  economies 
of  scale.  It  is  six  tunes  as 

large  as  Flag  (Fibre-optic link  around  the  globe),  a 

28,000km  undersea  cable 

between  Japan  and  the  UK. 

Combined  with  Lucent’s 

most  modern  optical  net- 
working  equipment.  Oxygen 

will  have  super-high  capac- 

ity -   up  to  1.9  terabits  per 

second  across  shorter  seg- 
ments -   and  still  be  able  to 

charge  between  four  and  100 

times  less  than  existing 

cables. 

Second,  Oxygen  is  the  first 

system  designed  as  a   net- work rather  than  using  a 

point-to-point  approach. 

Under  the  bid  system,  tele- 
coms carriers  wanting  to 

send  traffic  around  the 

world  had  to  buy  or  lease 

separate  circuits  for  every 

segment  along  the  way,  pay- 

ing transit  fees  to  local 

rivals.  By  contrast,  those 

who  buy  access  to  Oxygen 

will  be  able  to  send  traffic 

from  any  landing  point  to 

any  other  with  no  difference 
in  cost  . 

The  third  advantage  is  Mr 

Tagare  himself.  Although 

CTR  only  employs  around  50 

people,  its  chairman  is  a 
well-known  figure  in  the 
industry  and  was  closely 
involved  in  Flag. 
Even  so,  CTR  has  scaled 

back  its  ambitions.  Origi- 

nally, Oxygen  was  planned 

as  a   300,000km  network  con- 
necting 171  countries  with  a 

price  tag  of  $14bn.  That  was 
quickly  cut  into  two  phases, 
with  the  first  158.000km  at  a 
cost  of  $10fcn  to  be  built  by 

early  2003  and  ubiquitous 

coverage,  including  Africa  to 
be  added  later.  The  first 

phase  has  now  been  subdi- 
vided, which  is  why  the 

group  is  now  looking  for  a 
more  modest  $3hn  to  build 

an  Atlantic  Ring  between 

Europe.  North  and  South 
America  by  late  2QOO- 

Mean while,  competition 
is  intensifying. 

 
Apart 

from  traditional  cable 

systems  and  new  fibre-optic 

rivals  like  Qwest  and  Levels, 

Oxygen  will  also  have  to 
deal  with  a   growing  number 

of  satellite  networks.  Courte- 

ney Monroe,  telecoms  ana- lyst at  research  house  IDC, 

says  Oxygen  wDl  be  cheaper 

than  any  of  these,  but 
argues  that  the  best  way  for 

ward  might  be  a   joint  ven- 

ture or  merger  with  a   satel- lite consortium  to  fill  gaps  in 

their  respective  coverage. 

Marine  surveys  are 

planned  this  month  andthe first  batch  of  money  wffl  pay 

for  six  cable-laying  ships  to 

kick  off  construction.  But 

Project  Oxygen,  so  named 

because  it  aims  to  breathe 
fresh  air  Into  the  telecoms 

industry,  first  needs  inves- 

tors to  give  it  tim  kiss  of  life. 

By  ten  Warn  in  Buenos  Aires 

Argentina's  government  has 
set  a   minimum  price  signifi- 

cantly above  analysts’  expec- 
tations for  the  sale  of  a   fur- 

ther stake  in  YPF,  the 

energy  group. 
It  wants  at  least  $38  a 

share  for  the  14.99  per  cent 

stake.  Achieving  the  mini- 
mum price  -   a   27  per  cent 

premium  over  yesterday's 
opening  price  of  $30  -   would raise  S2bn. 

YPF.  privatised  in  1993. 
accounts  for  about  50  per 

cent  of  all  hydrocarbons 

activity  in '   Argentina,  both 

upstream  and  down.  Compa- 
nies that  have  expressed  an 

interest  in  the  stake  include 
UK-based  BP  Amoco.  Repsol. 

the  Spanish  oil  company. 

Italy’s  ENI,  Consolidated 
Natural  Gas  of  the  US  and 

Perez  Companc,  Argentina's second-biggest  energy  group. 

Bids  are  due  to  be  opened  on 

January  20. 
Analysts  had  expected  a 

floor  price  of  about  $34. 

This  appears  a   very  high 

price  for  a   passive  invest- 

ment,” said  Hern  an  Ladeuix. 

energy  analyst  at  Credit 

Lyonnais  in  Buenos  Aires.  “I 
don’t  see  anyone  mairirtg  an 
investment  of  this  size iinipgg  they  believe  they  can 

move  to  have  control  of 

YPF.” 

However,  under  the  com- 
pany’s statutes,  anyone  buy- 

ing 15  per  cent  or  more  of YPF  must  make  the  same 

cash  offer  for  all  the  out- 
standing shares,  which  at 

’   $38  a   share  would  value  YPF 
at  $13bn.  Alternatively,  a 
buyer  of  the  1439  per  cent 

stake  seeking  majority  con- 
trol without  buying  outright 

would  need  the  approval  of 
two-thirds  of  the  sharehold- 

ers to  revise  the  statutes. 
The  clause  was  originally 

drafted  to  stop  YPF,  Argen- 
tina’s biggest  company,  fall- 

ing into  foreign  controL  But 
the  government,  eager  to 
boost  its  privatisation 
receipts,  now  appears 
relaxed  about  the  ownership 

issue.  However,  it  will  main, 
tain  its  "golden  share”  to 
prevent  YPF  moving  its  fis- 

cal presence  from  Argentina. 

NEWS  DIGEST 

Phillips  Petroleum  to 

cut  jobs  and  spending 
Phfflfps  Petroleum  yesterday  joined  the  long  list  of  op 

companies  to  cut  jobs  and  capital  spending  in  reaction  to 
the  worst  industry  conditions  in  12  years.  The  Oklahoma- 

based  group  said  it  would  cut  about  1 ,400  jobs  from  Its 
17,200  workforce,  reduce  1999  capital  spending  30  per 

cent  to  $1.5bn  and  take  other  cost-cutting  measures, 
which  it  says  will  save  it  S230m  annuaBy. 

The  company  expects  fourth-quarter  results  to  be  new 
break-even  before  taking  about  $339m  in  charges.  Explo- 

ration and  production  spending  will  fail  44  per  cent  to 

SBOOm,  far  ahead  of  the  average  11  per  cent  projected  for 

the  industry  in  1999  by  Salomon  Smith  Barney.  The  com- 
pany also  said  that  replacement  of  oil  reserves  in  1998 

would  be  60  per  cent  instead  of  a   planned  BO  per  cent,  as 
low  oil  prices  make  some  projects  uneconomic. 

Reuters,  New  York 

Alliance  to  buy  terminal 
An  international  consortium  including  Enbridge  of  Canada, 

a   leading  energy  transport,  distribution  and  services  com- 
pany, has  reached  an  agreement  to  purchase  an  oil  stor- 

age and  ship  loading  terminal  in  Venezuela  from  state  oil 

company  Petrbleos  de  Venezuela  for  $385m. The  consortium  includes  Williams  International  and 
Northville  Industries,  with  45  per  cent  and  10  per  cent 
stakes,  respectively.  Enbridge,  holding  the  remaining 

stake,  said  it  saw  opportunities  to  expand  the  terminal  and 

expected  earnings  to  “ramp  up*  in  coming  years. 
Raymond  Coiitt,  Caracas 

ECUADOR 

Bank  regulator  blocks  merger 
Ecuador’s  banking  regulator  decided  on  Tuesday  to  block 

the  merger  between  Banco  del  Pacifico  and  Banco  Popu- 
lar which  would  have  created  the  country's  largest  bank with  combined  assets  estimated  at  $2.3bn. 

Though  shareholders  approved  the  merger  unanimously 
in  November,  a   foreign  shareholder  group  with  13  per  cent 

of  Pacifico's  stock  decided  to  oppose  the  merger.  The 

regulators  said  the  fusion  could  continue  once  the  bank 
and  the  shareholders  had  settled  their  differences. 

Pacifico  and  Popular  said  in  a   joint  statement  that  the 
regulators  acted  unlawfully,  that  they  were  studying  legal 

means  to  reverse  the  decision  and  that  the  merger  would 
go  ahead.  Edward  Bertram,  Quito 
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COMPANIES  &   FINANCE:  UK 

ENGINEERING  GROUP'S  SHARES  RISE  AS  IT  EXPLORES  A   NUMBER  OF  OPTIONS 

COMMENT 

Lucas Varity  in  talks  with  several  parties 
Next 

if  |1‘ 

By  Andrew  EdgedHfe-Jotason 

LucasVarity,  the  automotive 

and  aerospace  components 

group.  Is  debating  whether 

to  expand  through  a   series  of 

small-scale  acquisitions, 
joint  ventures  and  alliances 
rather  than  a   full-blown 

merger  or  sale  of  the  com- 
pany. 

The  group  confirmed  yes- 
terday that  it  was  in  discus- 

sions with  “a  number  of 

companies,"  but  cautioned 
that  these  were  at  a   prelimi- 

nary stage.  One  investment 
banker  familiar  with  the 

company  said:  “In  this 
industry,  everyone  is  talking 

to  everyone  else.” LucasVarity  is  understood 

to  be  particularly  keen  to 

build  up  its  steering  and  sus- 
pension activities,  to  allow  it 

to  sell  integrated  chassis 

control  systems.  It  said  that 

its  strategic  options  included 

“joint  ventures,  acquisitions, 
dispositions,  alliances,  and 

mergers  or  other  combina- 

tions.” 

Although  it  is  thought  to 
have  talked  to  TRW  and 

other  US  components  compa- 

nies, the  group  said:  “There 
can  be  no  certainty  that  any' of  these  conversations  will 

result  in  a   definitive  agree-  ‘ 

meat." 

The  statement  helped  hit 

LucasVarity 's  shares  by 

another  1T/«p  to  226'Ap,  valu- 
ing the  group  at  almost 

£3.2bn-  John  Buckland,  an 

analyst  with  Daiwa,  said: 
“Considering  the  price  non, 

most  shareholders  are 

expecting  much  more  than  a 

no-premium  mercer.” 
Others  added  that  UK 

investors  who  held  shares  in 
Lucas  Industries  before  its 

1596  merger  with  Varity  Cor- 
poration of  the  US  may  be 

reluctant  to  accept  a   second 

no-premium  merger. 

Analysts  said  LucasVarl- 
ty*s  shares,  at  12  times  fore- 

cast earnings,  were  no  lon- 
ger at  a   significant  discount 

to  many  of  their  US  peer 

group  -   an  argument  the 

company  had  used  to  sup- port its  case  for  changing 
domicile. 

The  company  is  not  expec- ted to  announce  any  large 

deal  until  its  fourth-quarter 
results  in  March,  when  it 

plans  to  reveal  the  resul
ts  of 

a   strategic  review. 

•   Tenneco,  which,  has  been 

suggested  as  a   possible  par
t- ner for  LucasVarity  despite 

being  seen  as  an  unlikely 
candidate,  said  yesterday 

that  its  fourth-quarter  oper- 

ating income  would  foil  this 

year  to  $25m-$30m  below
 

analysts'  expectations.  The Connecticut-based  company 

blamed  weak  automotive 

aftermarket  sales.  , 

f. 
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Next  reports  stronger  trading 
By  Peggy  HoMnger 

Next,  tbe  fashion  retailer 

that  last  March  suffered  a 
serious  blow  to  its  stock 

market  credibility  after 
issuing  a   profits  warning, 
has  delivered  unexpectedly 

good  news  to  a   beleaguered 
sector. 

The  group  yesterday 
revealed  that  sales  in  the 
two  months  to  Christmas 

Eve  were  some  6   per  cent 
ahead  or  last  year,  excluding 
tbe  impact  of  new  space.  The 
news  boosted  Next  shares  by 

48'ip  to  562' <p. 

The  performance  is  likely 
to  prove  considerably  better 
than  that  achieved  by  its 

rivals  in  the  same  period, 

many  of  whom  will  be  mak- 
ing their  Christmas  trading 

statements  next  week. 

“Arcadia,  House  of  Fraser 
and  Debenhams  are  all  indic- 

ating they  had  a   terrible 

Christmas,”  said  one  ana- 

lyst, “Next  has  definitely  out- 

performed the  market" 
However,  analysts  warned 

against  extrapolating  Next’s 
strong  November  and 

December  performance  to 

the  second  half  as  a   whole. 

“When  they  report  the  fig- 
ures to  the  aid  of  January, 

Hke-for-Uke  sales  for  the  sec- 
ond half  will  probably  be 

about  3   per  cent  down  on 
last  year,  which  is  exactly 
wbere  we  thought  they 

would  be,”  one  analyst  said. 
Profit  forecasts  were  held  at 

about  £150m-£160m  (8252m- 
8269m)  for  this  year,  against 

last  year’s  OS4m. 
On  the  whole,  the  state- 

ment reassured  analysts 
that  Next  was  recovering 

from  the  buying  and  mer- 
chandising errors  that 

prompted  last  year's  profit warning. 

Stock  levels  going  into 

the  January  sales  were  some 

18  per  cent  lower  than  last 
year,  and  David  Jones,  chief 
executive,  said  the  group 

aimed  to  achieve  a   further 

18  per  cent  reduction  for 

next  year. 
“We  have  shown  we  have 

recovered  from  our  problems 

and  we  will  do  weU,"  he 

said. “We  are  still  not  where  we 

want  to  be.  but  tt  is  a   hell  of 
an  Improvement  on  12 

months  ago.” 

Cox  sells  12% 
Telewest  stake 
Bg  Christopher  Price 

Allied  Textile  buy-back  likely 
By  Lucy  Smy 

Allied  Textile,  the  carpets 
and  doth  manufacturer,  is 

planning  to  return  cash  to 
shareholders  in  the  coming 

year,  probably  through  a 

share  buy-back. 
The  company  yesterday 

announced  declines  in  turn- 
over and  operating  profits 

for  the  year  to  September  30. 
alongside  a   special  dividend 
of  4p. 

However,  it  had  £25m 
(S42m)  cash  on  its  balance 

sheet  at  the  year  end. 

John  Corrin,  chief  execu- 

tive, said:  “We  are  consult- 
ing with  our  institutional 

investors  to  see  what  form 
they  would  like  the  money 

returned  In.  A   buy-back 
seems  to  be  the  preferred 
option  and  with  such  a   cash 

mountain  it  seems  sensible.” 
The  shares  rose  5%p  to U6'/ip. 

The  company  said  it  had 
been  a   tough  trading  year 

which  had  only  seen  an 

Increase  In  pre-tax  profits 
because  of  income  from 

property  disposals.  Pre-tax 

profits,  including  £4.Tm  of 

property  receipts,  edged  up 
from  £l&3m  to  £l&sm. 

However,  turnover  fell 
from  £231 .7m  to  £206.6m  and 

operating  profit  slipped  from 
£15 3m  to  £113 m.  Earnings 
per  share  were  18-7p  (I6.6p). 

Allied  Is  planning  a   final 
dividend  of  lOp,  including 

the  4p  special  payment,  com- 
pared with  5.7p  last  year. 

Peter  Honeysett,  chair- 
man. said  the  results  had 

been  achieved  In  spite  of 
adverse  trading  conditions 

and  were  better  than,  most 

market  expectations. 
Tbe  natural  fibres  division 

had  a   particularly  difficult 
year,  with  operating  profit 
falling  from  £6.im  to  £&8m. 

Mr  Corrin  said  tough  compe- 
tition in  the  production  of 

basic  flannel  for  winter  coats 
in  the  US  had  dragged  the 
division  down. 

Mr  Corrin  said  Allied  was 

assessing  synthetic  fibre  pro- 
ducers in  the  UK  as  possible 

bid  targets,  and  was  also 

talking  to  synthetic  and  nat-  1 

ural  fibre  companies  in  east- 

ern Europe.  ^ 

Telewest  Communications 

yesterday  experienced  its 
second  substantia]  change  in 

share  ownership  in  two 

weeks  when  Cox:  Communi- 
cations, the  US  cable  group, 

sold  a   £450m  (8750m)  stake 

to  institutional  investors. 
The  sale  represented  about 

12  per  cent  of  the  UK  cable 
company  and  forms  part  of  a 

continuing  shake-out  of  the 
lossmaking  UK  cable  sector 
which  has  racked  up  billions 

of  pounds  in  investment,  and 
seen  many  of  the  original 
investors  exit  or  merge  their 

interests. 
However,  the  fact  that 

such  large  holdings  can  be 

so  readily  sold  also  reflects  a 

growing  appetite  for  expo- sure to  the  sector,  just 

before  Christmas,  Vivendi, 
the  French  utilities  group, 

sold  a   645  per  cent  stake  in 
Telewest  to  institutional 

investors  for  £200tn. 
-   The  sector  had  .been 

shunned  by  investors  as  tbe 
cable  companies  performed 

badly  against  British  Tele- 
communications in  telecoms 

and  British  Sky  Broadcast- 
ing in  television.  But  recent 

marketing  initiatives  and 

rapid  consolidation  have 
ffhqpgpd  the  industry. 

Tele  west  emerged  as  the 
UK’s  biggest  cable  company, 
measured  -on  homes  passed, 
last  summer  when  it  took 

over  General  Cable:  a   move 
which  brought  in  Vivendi. 

Dresdner  Kleiuwort  Ben- son is  believed  to  have 

bought  253m  shares  from 
Cox  for  about  175p  and 

placed  them  with  investors 

at  I80p.  Telewest  shares  1 closed  unchanged  at  205p. 
It  is  understood  the  US 

group  was  been  to  quit  its 
only  UK  investment  to  free 

resources  for  domestic  capi- tal investment. 

|   Next  has  dug  Itself  out  of  the  -   • 
hole  into  which  it  stumbled  ; 

That  alone  justifies  tbe  «gn
  :   *   - 

of  relief  that  greeted  yes
ter-  - 

day’s  trading  statement.  The  xl  g-  j 
acceleration  in  like-for-Iike  J   A 

growth  over  the  21  weeks  r~Wf  ■ . 

before  Christmas,  culminat-  J   f|r  -   . ing  In  a   8   per  cent  advance  in  m   kf.   . 

the  past  eight  weeks,  sug-  Wr  ;   h gests  that  the  “mercbandis-  g r   i   V 

ing  police"  deployed  to  cor-  ioo£   apflfc-- 
rect  buying  mistakes  are  . 
working.  The  trading  state-  '   ani  ,   -   .   J   £   . 
ments  to  come  from  Marks  1M6  „   -   :£  •• 

and  Spencer,  Arcadia  and  -   *   .   -“t' 

Debenhams  are  also  likely  to  aaarfcwwKr  .   - show  Next’s  figures  in  a   .   ..  J 

favourable  light.  The  retailer  may  have  resolved  its  set
ting 

dieted  problems,  then,  but  there  are  good  reasons  
why  ttsT 

shares,  which  are  30  per  cent  below  last  February
’s  peak,’  V 

may  not  regain  that  ground  in  a   hurry.  First.  Ne
xt  Directo- 

ry’s catalogue  sales  fell  2.5  per  cent  since  August  Technica
l  ' 

factors  were  partly  to  blame,  but  competition  is  also  getti
ng 

gtiffer  Second,  these  figures  were  helped  by  their  comp
ari- 

son with  grim  results  from  the  previous  year.  Had  
the 

review  period  included  the  January  sale,  when  sto
ck  clear- 

ances boosted  sales  by  85  per  cent  in  1998.  tbe  headli
nes- 

would  have  been  very  different.  Finally,  all  clothing  retafle
re 

are  facing  tougher  times  than  a   year  ago.  Producing  de
ceit 

sales  growth  when  rivals  like  M&S  are  struggling  is  o
ne 

t-hinF  Next  still  has  to  prove  that  it  can  outperform,  again 

once  others  are  back  on  their  feet. 
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Not  content  with  going  for  world  domination  in  accou
n- 

tancy, PwC  now  wants  to  do  it  in  law.  It  sounds  like 

ambition  gone  mad,  but  it  would  be  churlish  to  dismiss  the 

group’s  plans.  Neither  profession  is  hermetically  sealed:  tax 

advice  is  a   prime  example  of  overlap.  And  if  corporate 

clients  want  a   one-stop  shop  geographically,  it  is  not  umea-' sonable  to  think  they  might  want  the  same  in  professional 

services.  On  the  legal  side,  even  smaller  firms  must  increas- 

ingly be  finding  themselves  doing  cross-border  work.  PwCs1 network  would  offer  them  quick  access  to  international 

expertise.  The  biggest  law  firms  will,  no  doubt,  be  sniffy. 

Only  last  year  both  Freshfields  and  Linklaters  struck  up 
continental  alliances.  But  the  legal  profession  still  lags  too; 

far  behind  both  the  accountants  and  its  precious  allies  in' investment  banking  to  be  complacent  on  globalisation. 
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Photobition  attacks  Wace  record 
By  Daritf  Blacfcwefl 

RESULTS 

Prs-tn 
TBraowr  {f)  proflt  {EM)   gS  fr) 

.   Yr  to  Sept  30  206.6  (231.7)  16.5?  (16.3  V)  18-7  (16-6) MBed  Tnflto 
Quant 

prart  n 
  Dividends   — Dab  at  Oouaamwlm  Tata  Mr 

pament  dMdend  war 

InvftStnrant  Trusts Enuring*  (tat 

f   Oowntag  Aim  WT.  r*  mthn  to  Aug  31  85.6  (- J 

a*M 

136  (-> 

Me  a(  Carntmlng  Tom  (or 
pajmad  duUsntf  year 

Eomnqs  shorn  basic.  Dindends  shown  net  figures  in  backets  are  hr  corespondng  period,  f   Mm  excepfionaf  ensfit 

Photobition,  the  graphics 
and  media  services  group 

that  last  month  launched 
a   hostile  £B31m  (8140m)  bid 

for  Wace.  yesterday  attacked 

the  five-year  record  and 

management  of  its  loss- making  target 

The  offer  document  says 
Wace  has  suffered  a   foil  in 

turnover  of  20  per  cent  since 

1993,  -incurred  a   cumulative 
loss  of  £19.1m  and  paid  no 

dividend  since  1996. 
Eddie  Marchbanks.  Photo 

bition’s  chief  executive, 

denied  oiaims  by  some  insti- 
tutional investors  that  the 

bid  was  an  attempt  to  buy 

the  digital  imaging  services 

group  on  the  cheep  at  a   low- point  in  its  fortunes. “We  are  offering  quite  a 

decent  price,"  he  raid. 

The  document  states  that 

in  the  same  five  years.  Pho- 
tobition has  more  than  qua- 
drupled profits  and  earnings 

and  doubled  its  dividend.  Its 

share  price  has  risen  above 

260p  against  30p  at  the  time of  the  1995  listing,  after 

adjusting  for  a   share  split 
‘Wace  reaffirmed  its  rejec- 

tion of  the  offer.  Peter 

Brown,  chairman,  said  it 
been  restructured  and  was 

beginning  to  generate  signif- icant levels  of  new  business. 
Photobition  is  offering 

21.93  shares  for  every  100 

Wace-  At  yesterday’s  close  of 
267Vip.  down  3V4p.  this  val- ues Wace  at  58.6p  a   share. 

There  is  a   full  cash  alterna- 
tive at  SOpi  Photobition  is 

also  offering  £39 -2m  for  the  i 

preference  capital.  < 
Wace  shares  rose  Bp  to 

61l4p. 
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CHUGAi  PHARMACEUTICAL  CO«  LTD. SHOWA  HIGHPOLYMER  CO.  LTD. 

NOTICE  OF  AN  ADJOURNED  MEETING 
of  the  holders  ot  tbe  outstanding 

NOTICE  OF  AN  ADJOURNED  MEETING 
of  [fae  holders  of  the  outstanding 

ILSA50.000.000  J !   .   per  ceaL  Bonds  due  2000 
at 

CHUGAI  PHARMACEUTICAL  CO-  LTD, 

1/3.000^60/100  0.7  percent.  Convertible  Bonds  doe  2806 

et 

SHOWA  HIGHPOLYMER  CO-  LTD. 
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"Th*l  rtu» ilr«iTOcd'A-amp i4 Hk buUenul  (hc.«nuan&n(L IfSSRUmOlU  V.  pcrcceL 
Bwhdur  JUliJt  -tlooJu")  ill  CTuipiRunux-atiulCii.IJil  idle  'bKaei'iKnroaaHed 
hi  Ac  Tirol  Oml  Aetd  IWU,  Sqwnihrr.  I   >Mf.  uhe -fnni  DeaT  I   made  between  Ihe  Iksuct  and 
A-Jtr  ILink  iNrdnVAli  N   V.  I   ihe  -Tirovcf  ■   ro  under  lor  die  boUen  ,4  die  Dmh  lAr 
"Bnndl«*lm"'  laactn 

ill  4f*mr>Arjfp<ranrw«ribe  Rad  of  T,A>u-Miis«hilil  Tirol  Cun^uny  nBf  nr* 
unit  hrdr  ihe  Htadiilhc-Nv*  Innter'L 

i   T I   ndWnsrv  nod  mjucut  |hc  Titokt.  m<m)cTDip,rH[mta  pjlaflJ(4l  1 1 K   mrth^ldl  to 

ru-rotr  4   .SorptcWBal  Turd  Pmlw  die  f.mi  ul  tbr  Jmfl  nnUoL-rtl  kilhn  Metuig  rod 
l.»  Ihr  I»nT-n«.J  nlrmfmkn \lprd  Ik  AeChunoM  uf*  anti  «1i  wnKhwarulif Fi-r  ihr  rui>-n,  J   dmfnnn  vtprd  h»  Ac  Cbunun  uf  it  anti  «di  wndmeaeiiif 
jn>  i   r. .   n   4.  ihr  TnpJrc  dull  (Ufuav  “ 

Tbe Ii-mt a rJmiii rrpljir  IficTrourr anhAr  fin  TnmvnAr  Tirolcr  ttiBhrcfc*,0{r Ann 
n.-  [viu.1  ai.-irdierh  .   .-truwl  m   hfraaecd  Mrrtmr  |<  Ae  BnaJhnldn-i  K   4»  chrof 
N.4kr n<  injnru  dm  jfTtrmrni  K   gn  LuramUnvi  Kraiwioa  ui  Ac  nuno* uioLoced  m 
>att<CinjraJiiur>  Krv-iuiMi. 

The  l.urr  .i»d.-n  dm  Ae  rn^inud  mndiU  j(a<r,  aaiLoard  m   I   hr  funonhiU) 
KmluiHV  ai  a,-  uit  and  nu*«uMr  in  ihe  wjoians  mL  Mudnel).  (hr 
I'  ua  dirf  |j  infr- all  thudhi  41m  m   ti«r  in  Uti w   Hie  F   CDndoa>  Kr— -iMjon 

TT>< anrm,au-i  H.—dNAW-. r   |unMliriv  ihmnkiihe ifnmti mfimnl hrihehlpaned 

Mirfm}-  afn./i  1'  <1  .<il  ib  |ui JfTJffi :   <a  ’   \.hbv  and  Oarum"  hdna 
n   1   hr  Trroi  IVrJ  iirxlulmc  Ap  Tcnir.  and  C.aidamM  i4  dir  Bnhhl  aJ  Ac  drdj 

haj'pJrmroial  Inm  rvtd  wlatrd  h,  in  its- 1-  iR»irdiaa>  Rn,4noi«i  wt  iu  time  «ri>  hr 
»   iUMr  l.«  K   HhkIu AVt>  a   ihe  ilinl  uflim  of  Ar  Proins  Ayna  vd  me 
hrL'to 

In  ■k'..adaa<  aali  luenul  pucrar  rtrlra-w  etpre-An  on  ufirnmn  Ac  pkkh  ul  Ac 
nvxlili>^«»  ha  lur>  uatuaiad  a   »<  Ik  -aatnl  AC  II  hr,  mi  nh|CcTka  ni  dir 

tUieiKiiiBen  BrunluiKU  Ninu- uAnuh-J  I'ltbc  R>ahA Alee,  lialhrtroandenlani 

'on  hr.  vNjiyiomiM 
A   U-wJ,  Alo  Bivhmriii^itnlalkliiaraiifradiitfBcil  Vl-rnnf  ,arna>ailimifiirida<r 

all  hr  .   itfua  ih-  Ikauhii  .«  a   »abd  ,1*1115  h.H1Ik*-i«  ,   aUl  ,mm|turnifi<um 
;»nrj r-i  a   I'ji niy  VmniWaif  i.irtr  Hnmb,iinn'4<nriif  ubkAhranfanni  ,uie 
A   lu-iihi+yi  B,  aidUB,-  k>  Mind  and  i,4r  u   lh'  ̂ haittioil  Mocra;  tp  pn— hi  au» 
ruin  iVinrilm lUauL Mur  ,.»my  .'.THfKalri*Mii  rt*  JKtvm  afeimll^aidK,  luand 
■Mtu-HhaJI  ,4 1'111  a   ininii.'  diaiAhai  hen  i,«a  ,ocns  i»un».ium  tuna  nbulmMe 
IliO  ihe  -fr.ifir.lidlan.ilinrl'aMn'-  Apml,  vtiaaUrW' «am,-tinr  j pJitagi .AfCM 
i.p  an* mi  j   rri-.i  m   a3md  jnl  ji  ih-  Mceiipp  10  KLimlmr  biA  hn  iiwnumi- 
R.*»I>  ru,  lr  d.-fi-Llnl  ailh  m   I'atin;  Ayn*  >a  mi  Ac-  vanlJurKM  uf  ua.il  P»n« 

Arrrt  1   h   M   b   •   as  ta  uadn  il .   ,imnf  h>  I'cikRUsL  >k  ihr  ,1|>nM>  >4  dir  Imw-tar 
\«vir"i.€.ii,  .rhiT frrMm  jifM-ud hv  n.  hn Uk [Wp-Kitf  ifa—itirH- i.aiBy1  .cmAuicc' 
a   j   -mi?  ibjtm.  uum,  ir-fw.A  .4  due  adr-eard  M—uof  m   ton  am  -W  h«ro 
hriirr  IV Iina- ajTi-olr J   l.a  hJdinv' Ih-  Mcniof  v   Jq»KrtcJir  hcU*Anu(be 
iclravdDii:ilihr,idlB.iiii  lAr.iauhi-mviflhr mlrwacd thrnnt ami Ae  anendeirf 
1%  iiiuruiuiVjirnii,  i,a Irw ttuoi is ta-un hef iar Ihr biw lurahKhriki  tlerunS  “ 

.,«irnr.liv  11414-  •o-Jnk.|a-ain,i|il*|inndiil  if-jviTitKiviif 
Tl.  ̂ »-uni  n-^uord  a   die  aJa-mnl  ttwir  !■  im  .*  narf  iktubt.  |»rwi«  m   |wnm 
farldin;  Iha^.ia  t.aoig  .cdili^U'  ia  hiiir' atWCUr  Acpnnapjl  annul)  lit 
W.«>.  -..•hrtl.a  irfiYmuk-d  II  t-ifhm  I '   unman  non,  Ihr  l«v-  li,<d  hnbeMnM{i 
gourr  uni  picv™  dK  Mrmnp  vmll 

1,0*  ijur.iua  MilwinJ  M   Ihr  ilr.aaixd  Nlcnini-  adl  he  dcualcd  •— a   dna  uf  hand, 
iriW-1  a   prill  nilul,  JrrouiulrJ  W   die  LTumnan  ulitirMmir^-  or  Ac  Kw.  i«ln  ,ur  ur 
nua.  |«ru— >   biUmf  >nr  «u  rnirr  Riaah  .a  ,muf  icnilrain  i«  bcut?  pruia  and 

•> idjar  <4  irfitviomr  .n  dK  a.-mrak1  n.  In.  Ouaimr-litaeA  upnix-^al  Jffluuaof 
ihr  Dnh  t.a  Ibr  iiror  hmr  iu  aadni'  On  0   -A,—  .4  tad.  imt>  ncr*a  ubn  nfiram 
■npriunanJ  [aidu.'C.alh-Blia  <■  <mF.mii  u   a,.- 1,1,  4   pnx*  didl  luncnnc  -»c  On  a 

pi’1  ff-  ierau  «<•>!,  -Ifcrwiv  JuII  ha«r  inr  ,■«  ai  K4«a  ,4  rakb  L'SJtlIM.UI 
[KMkipol  aa-nan  id  luahh  -a,  pn.Ua.rJ  ,«  irimumcd  h   Ihr  ,11(10;  lamautk-  a, 
riiAhrrdia  Iinr  |»,1''t»lm.llln:  r.  j|t'nl 
I.ih  ia-rlilrtnrMihu,  RmiMinn  mfuim  ■   iaahm«  in  lime uumcia^ m   nrr 
irvuuailire<'-jiianntiJAr,,VA,'M.Upa-ed  dir  ttn/ailinarA  RevAmoa  mUhe 
hnJaip  im  *11  Ihr  IhaulbdJnk  ahrdicr  ,ir  i*4  ricvn  m   nwh  jd^ierncd  Mcriinf  and 
bIkiikt .a a.C,.aai-:  oul apaanihr AiUl-i..H ihcneintsiiliiin^aadK BkuK. 

PRINCIPAL  PA)  INC  AI.>.Vr.VNP  RU>LACEMF\T  -MS ENT 

Thr  SonmwM  Rant,  lamro-d 
TiWhCiM 

II  Owen  Vnt.ru  bum 
liiddl-TOUIA 

PAYING  AGENTS 

1   hr  ,i  uSo  Bant.  UI  Drut-uiE  Bank  lAUmfesdhJoli 
uiCann  Alien  Gn'"*c (ullauttaMc  IU- U 

LumkatCIMtiXIt  DKU'VFtaLIm 

Oidunt  S.A.  1   Bm,iul,'  Tie  Mmi  Tncl  jai  BdtUuf 
BmUonT2h  Cdmfun>.  Luuicd 

lUl  Bm*«r.i  h   Broadfac.  LiiUin  rT0 

Sk-nidrl'ineialr  AakanBantiLaucnhoaslA  A 
I'C-ur.  taint,  1'  EkulneidlAro.-e  Ham 

IVm-latX'fnrc  .   L1TZ4  Lawwhflarp 
I'RS  AT. 

pmerbuh 
n>pu\wM 

N'nouc  H   hereto  pita  dw  an  odpiumed  Moamg  of  (be  hotden  of  Ae  above  Bondi  lAc 
TonAoUcn'Icnnoetb)  ihtoiltcleM«fanirAaifli>>lnwtMA.OK 
Sift.  SUM.  Undo  BC=Y  8HQ  im  ZM  lanvy;  I9W  at  II 30  ut  (Londoa  ten  for  Ae 
(MrpiBC  of  ictuUtnaf  and  if  dawfbi  fit  parang  Ae  Utonf  rcwfnuoo  which  and  be 
pn^aMcd  1,  as  Eunoahwy  Revhiban  m   accontne  «iA  die  pnn  Worn  of  Ae  Tmn  Deed 

I   Ac  “Tnr*  Deeff%  dmd  la  Novodbo.  IW  mode  bcnnxa  Ae  loner  mi  Asdn  Bark 

iNedertanfiN.V  lAc'Tnocx'IjniniHCClarllic  Boodhiddcru 
EXTRAORDINARY  RESOLUTION 

Tha  dm  aJjouraod  Moains  ef  Ac  toUen  of  Ac  ouoaadiaF  V3JJOO.OOOXOO  0   7   pu  cent 

CtnvemMr  Bead,  doe  MUft  nbe  -BoaA~i  of  Shan  Highpdvmcr  Ca.  Ltd.  (Ae  Tnucr'i 
otaucutaJ  hv  Ae  Tern  Deed  dMod  la  NatcnAec.  (WtAeTNo  DcuT  1   made  heroeea  Ac 

luaer  anJAtW*  Bank  f   Nedcrtiodl  N   V   iAeTheaee-|  snoer  (bribe  bnUenal  d*  BonA 
ilbc  -BnaBuUcn'lhcnh): 

II)  jftrrocAe3|ipuii«mci«jlTticB»4ip> Sort. LonAoBiwfanheMvitritueelui 

Ac  bolder,  of  die  Binds  I   Ac  "Nea.  Thcwr'r. 
ill  audhronc*  ml  icnneiB.iiirTiWBc,iiicnfcTiafnc  effect  pa  png(hNirlvi<>nln>iAH 

tuoaac  a   Sapplrncntal  Trnsr  Deed  in  dfe  fern  of  Ar  ilraK  prndaml  to  Ai,  Mcedogaad 
hr  Ac  pwja>m  of  ideiaificaaaa  apod  h,  Ae  Chsnnao  of  11  anA  cudl  anmbneiiU  Ilf 

an  I   to  il  a,  Ae  TobuiIbD  rajune  ” 
The  ban  anhe>  tu  itfdacc  Ike  Tmax  nnb  Ae  Nr*  Trailer  a,  die  TVewc  and  he  doing 
Aran 

The  Ivjerta&jceoniTiglvomeoed  an  gowned  MtefeiE  of  Ac  BnndbolAroby  the  *me 
Nu&ce  W   wwl  Art!  Jgrentm  b)  a   Eaharadina^  Roobafna  A   Ac  imnmeonteiacda 
■art  EumrAnart  Re— dim 

Tbr  l,m  craulro  Aal  Ac  pnpmed  maiincaiioo  unauned  in  Ac  EcmxtSury 
ReanhiMi  -<i  in#  abme  me  to  end  Rancaabtc  m   Ac  jieiumuncei  aod.  xunAntdy.  Ae 
hraectronyl)  uiyct  all  BondhoMcmn  rote  mlwoqcnf  Ac  EABaanb—i)  Rerafehnn. 

Hr  mefltuu  uf  BwAuldm  u   furiu-ulart,  down  to  Ae  ijumoi  rrqtu  n>i  for  Ac  adjouned 

tfeeamg  abwfl  i«  Kl  H>  n   pna^aph  2   of -ViKBiti  aad  Qnurani' bch— 
Cupmof  Ac  Tirol  1   lacloAng  Or:  Tcrar.  anl  Coodrooro  of  Ac  Bmhl  and  «*  draft 
SnPTfcincnQl  T>m  Deed  lefanhl  n   in  Ibc  Euiaaifraao  RruMuko  irl  ml  above  mfl  he 

oijilahk  l«  MpctciM  ro  BtudheMcn  Ji  Ac  roedfied  oflicro  af  Ac  Payrag  Orasm  ki  out 

be  bra In  Acudarav  aiA  nonnal  fndm  Ac  Trroin  cijimo  DU  opinmi  on  fc  ncrui  of  Ac 
prpmed  mnditiairen  ha  hn  anAuonrd  e   10  tic  uaml  1   ho  a   ha,  do  objedtuo  10  Ac 

Euno  J,nar>  Rcufuuuo  being  mbnuied  to  Ae  RiudhnUen  hr  Acn-cvOedcmunL 

VOTING  AND  QUORLiM 

1   4   Br«llajUHm,luFmaaeodamwK*AeaA°*iroM  Mochas  mpawaouNprodsoe 

J   Ac  Mcning  eufan  Ae  BcoA»Li»«  valal  ,ou^  ,xrhfcne  or  valid  vminy  eemfajoa 
inaed  hv  j   nivnif  4(^at  ndauag  m   die  Bondi  ,1  ni  rropm  uf  ufnub  he  aiAn.  A   Mne. 

A   BundhoMec  nA  -rJong  to  and  and  me  a   Ac  aljcwrart  Mcetag  a   peruua  may 
cabei  dcL mt  hn  Buadi  41  or  toting  mtificm ,   I   b>  Af  putoa  nAan  he  anhc*  u   anend 

•   a   hi-  bdull  ur  fiwa  tannf  a&atKtraa  (am  10a  a   vouas  BO-nmiM*!  fora  abUmMc 

I   nan  Ihe  verified  uflkn  -a  Ac  Poyaf  AfWO'idcalbctnclnNniaiiqsiPaya^Agen 
kioppomra  [Yin.  U> nlmd M*s  M«c a   Ac McCmj m   •tmniaKT  »rA  hi,  mwoetiuro. 

Bond,  DO}  he  ikpouml  «nfc  «n>  Paving  Afew  irlluAc  -alhfudwa  id  Mth  Kiylflg 
A)XM  1   held  n<  Rv  order  ur  mder  A   uooBdI  by  CcdetroA  or  Ac  OpmiM  uf  Ae  Eamckw 
Sy-jruior  in,  01  her  pcxvo  appro  rd  b?  tt.  for  ihe-  parpuve  of  rJHaiamj;  vrOBf  catLfuMO, 

ur.  ptisg  ,mng  nranh.roan  m   nspcci  of  Ae  odpmrd  MeetHtg  nor  tan-  dno  4H  ban 
hrtrae  Armeappouiccd  lorhdhhag  AcMecdng.  Nnm  roitepoaicdorheid  mil  an  be 
ickroed  and  Ac  oariaer  ul  Ae  vunchivm  uf  Ae  adfoucaeil  MceUng  and  Ae  rarreailn  of 
Ae  unrap  entdiuta  ,•«.  dm  lev,  than  48  hour.  beKwe  die  Mr  fcr  adndi  die  Mcetag  ia 
,,w  mhL  Ae  vieinp  nranicm  no^in  , )   maed  n   mpeu  Ae>eo( 

Z   The  unman  icapmcd  *   Ac  adjnned  Meeting  u   ra-oraimr  pmompievDU  inpenoo 
holdup  BmJ,  or  vonvt  couicaa  ur  besg  pnrurv  vima  Ihe  pcrncxjul  am  of 
BnaN-ihcMu-iciurujiiEil  Ilmdun  I?  mitti  (A1U  die  Imv-  Jnnl  for  flic  Jdfouracd 
Moeuop  a   qaurm  „   not  prontl  the  MoeliBp  iholl  he  Jivwdired 

*   Etcrv  jooouo  adnuted  m   Ae  adfarned  Meenoj-  mil  be  decided  on  a   Am  of  bosh 

Bnk-iv  JpoUcdah  dnnjOktedb)  AeCbanraadof  AeMeenngorlhe  hauer.orh,  one  or 
urn  penum  bo  king  me  or  not  Booth  ur  ndng  omiSodei  or  bang  pen  and 
hnt&o;  ur  rrpiroealin?  m   ihe  ogiirgaie  a*  lew  dnn  onr  fdacA  b   pnncipal  amoard  of 
Ae  Borah  (nr  Artnnr  bong  ontuonAiig  Obj  Ann  nfhaidteMn  ppraa  aha  in  piroeni 
m   penon  and  pnduuev  a   Bond  or  irecog  emriKaB!  Of  n   a   pmy  AaB  have  uor  me.  On  a 
pull  net)  penun  a   bn  n   v>  ptea  itaB  have  one  vole  ta  rum  of  each  tSJUOJHO 
pnranwl  auaanr  uf  D.au>  »n  prodacm  or  irpiiscaKd  b.  Ac  'rtVf  cerarme  w 
puhiuhlarM  iwpea.if  nfhdi  be  anpnni. 

-I  T«he  paerad.dK  EuimvAiui?  RewUnvmmjBUt,  »   muoritv  i>  frooaroiMatdifigufaot 
leu  dnn  Anar-dnartm  of  dir  Kiha.  can.  11  pnrtd.  Ae  Eanaonhnac>  Rcvotguoi  will  he 
Niabnj;  on  all  rihr  BoadhnMen.  whether  or  not  pnan  ■   vouh  aAouned  Mcriing  and 
*he»bei  in  nu  romq)  and  npm  aQ  Ae  bnUca  ef  AmpAlttaq  »»bt  BonA 

aPTTONi  TtFRKKt.KY  FUTURES  UMITEP 
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The  FT  GUIDE  TO  WORLD  CURRENCIES,  published  in  Moorfay’s 
oc«sp^3er  and  ajvering  over  200  atnendrx,  is  now  available  by  dialing  the 

foltouing  number  from  ifce  handsel  of  your  to  machine.  0891 437  OOL 

Oils  are  duped  at  jOp  paf  mirane  at  all  times.  Fbr  service  outside  tbe  UK 
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  TECHNOLOGY  WORTH  WATCHING 

Hover  without  bother 
Judging  height  accurately ha*  long  been  a   problem 
for  helicopter  pilots  flying or  hovsring  dose  to  the 
ground,  but  a   new 
acoustic  altimeter  might 
provide  a   solution,  writes Marcus  Gibson. 
Traditional  altimeters 

using  radar  and  laser  light 
(Hdar)  are  well-estab&shed but  suffer  from  inaccuracy 
at  low  altitudes,  says 
Jeremy  NedweU.  director 
of  UK-based 

a>ustech  and  a 
lecturer 

 
in 

ics.  “This  is  due  to 
difficulti

es  
in  estimati

ng 

the  very  short  delays  of 
electrom

agnetic 
 
waves 

when  striking  the  ground 

at  low  altitudes
.” 

In  addition,  says  Dr 
NedweU,  Ildar  systems  do 
not  work  weH  over  water 
because  it  is  transparent 

and  light  is  not  “scattered” 
efficiently. 
Sound,  in  contrast; 

travels  much  more  slowly 
-   at  only  340m  per  second 
-   allowing  very  accurate 
measurements  of  height 
Sound  has  the  advantage 
of  bouncing  back  from 
most  surfaces,  and  there 
are  no  surfaces  that  are 

entirely  “absorbent”.  Dr 
HedweU  says, 

ti  ̂Suba  coustech,  based  in 
'^Southampton  on  the  south ►   coast  of  England,  win  soon 

begin  aerial  trials  of  its 
Boundary  and  Altitude 
Tracking  System,  Bats,  a 
low-level  acoustic 
altimeter  and  obstacle 

avoidance  system  for 

helicopters  that  operate 
below  heights  of  40m  to  an 
accuracy  of  2cm. 

^   A   compact  transducer lilted  to  the  underside  of 
the  helicopter  emits  a 
beam  of  tdlrasomc  sound, 
typically  above  20  KHx. 
A   new  and  powerful 

algorithm  (mathematical formula)  is  used  to 
calculate  the  time  taken  by 
the  beam  to  return. 
When  rescue  helicopters 

are  involved  In  activities such  as  picking  up 
casualties  at  low  level  in 
hazardous  conditions,  the 
speed  and  outcome  of  the 
mission  often  depends  on 
the  skill  of  and 
co-ordination  between  the 
pilot  and  wirtchman.  The 
wlnchman  frequently  has 

|   to  relay  Information  about height  over  the  intercom 
but  the  noisy  environment 
can  lead  to  confusion. 

Dr  NedweU  says  Elate 
can  be  linked  up  to 

provide  direct  input  into 
the  helicopter's  avionics. "It  would  aUow  a 
helicopter  pilot  to  retain 
his  station,  and  also 
provide  hfrn  with  a   critical 

warning  of  impact,"  he says. 

Captain  Jim  Ferguson, 
an  experienced  helicopter 

pUot,  says  an  acoustic 
altimeter  “would  certainly 
help”,  especially  If  it  could 
provide  spoken  readings 

direct  into  the  pilot's  . 
headphones. 
www.subacxjustech.com 

\\. 
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•cc  record Anticipation  sets 
off  our  mental 

alarm  clocks 

Same  people  seem  to  have 
mental  alarm  docks  that  let 
them  decide,  quite 

accurately,  the  time  they  wiR 
wake  up.  The  way  this 
works  is  outlined  in  a   paper 

,.jr>  today's  Nature,  the ^scientific  journal. 
.   £   Researchers  at  the 

I   University  of  Lflbeck  in 
Germany  monitored  15 
volunteers  over  three  nights 
in  an  experiment  that 
involved  waking  some  of 
them  up  earlier  than  they 

expected. 
The  results  showed  that 

the  expectation  that  sleep 
will  end  at  a   certain  time 
Induces  a   marked  Increase 
in  the  concentration  of  the 
hormone  adrenocorticotropin 
in  the  blood  an  hour  before waking. 

Their  findings  indicate  that 
“anticipation,  which  is 

generally  considered  to  be  a 
unique  characteristic  of 
the  regulation  of  conscious 

action,  pervades  deep". ,   University  of  LObedc 
ir  Germany,  te/ 4515003639; 
m   e-mail 

i,  bomWcfg.mu-tuebeck.cie 

Drilling  tor  cuts 
The  cost  of  drilling  for  oil 
and  other  natural  resources 
could  be  cut  using 

“microdrflling”,  an  approach 
being  developed  at  the  US 

Department  of  Energy's  Los Alamos  National  Laboratory. 
The  drilling  system,  which 

costs  90  per  cent  less  than 
conventional  equipment  and 
occupies  5   per  cent  of  the 
space,  can  drill  holes  less 
titan  two  inches  in  diameter. 
One  of  the  advantages  of 
Mlcrodrirtrng  is  that  it  only 
requires  a   barrel  of  fluid  per 
1 ,000  feet  of  drilling  for 

lubricating  the  bit  and  motor 
and  removing  dirt 

Conventional  (frilling 

requires  about  40  barrels  of 
"uid  per  1,000  feet 

.*Jf7The  researchers  are  also 

^developing  miniature  seismic instrumentation  packages 
that  can  be  placed  inside 
the  microholes  for  data 
gathering. 

Los  Alamos  National 
Laboratory:  US,  tef 

5056657778;  e-maB 
tmart&anl.gov 

HIV  cell  therapy 
A   pioneering  technology  for 
introducing  large  proteins 
into  cells  is  being  used  to 

destroy  HIV-infected  cells. 
Researchers  at  the 
Washington  University 
School  of  Medicine  say  the 

work  Is  "the  first  example  of 
an  entirety  new  field  of 

protein  therapy". Two  enzymes  that  induce 
cells  to  commit  suicide  were 
attached  to  a   protein  that  , 

can  slip  through  ceO 
membranes.  This 
combination  of  proteins 
caused  ceils  infected  with 
active  HIV  to  WE  themselves 
within  a   few  hours.  The 

research,  published  in  flits 
month's  Nature  Medicine 

journal,  uses  a   new 
technique  which  Involves 
unfolding  the  proteins  before 

they  are  passed  across  the 
cell  membranes.  The 

approach  may  be  applicable 
to  other  infectious  diseases. 

The  technique  wtfl  next  be 

applied  to  prostate  cancer. 
Washington  University 

School  of  Medicine:  US,  tel 

3142860119;  e-maB 
sage@medicJne.wustijBdu 

Hot  air  efficiency 
Researchers  in  the  US  have 

developed  technology  for' improving  the  efficiency  of 
coal-fired  power  stations, 
which  could  help  to  cut 

greenhouse  gas  emissions. 
The  high-performance 

power  system,  developed  by 
the  United  Technologies 
Research  Centre,  blows  hot 

pressurised  air  through  a 
turbine  to  generate 
electricity.  The  system, 
known  as  HIPPS,  Is  more 
efficient  than  existing  plants 
because  it  does  not  involve 

creating  heated  steam. 
Researchers  used  an  alloy 

capable  of  withstanding 
pressurised  air  heated  to  a 

record-breaking  2jjOO°F. This  could  increase  power 

plant  efficiencies  from  about 
35  per  cent  into  the  upper 

50  per  cent  range. 
Energy  &   Environmental 

Research  Center  US, 

www.eerc.und.nodak.edu/ 

I   Vanessa  Houlder 

TECHNOLOGY  MARS  EXPLORATION   

In  search 
of  life 
on  the 

red  planet 
An  armada  of 

spacecraft  will  visit 
Mars  over  the  next 

decade,  writes 
Leonard  David 

HRfllt  may  be  20  years 

^J|  before  human  foot- ■nfl  prints  are  seen  on  the 
sandy  stretches  of  Mars,  but 
the  red  planet  is  set  to  be  a 
regular  fixture  in  world 

space  agencies'  flight  sched- ules as  they  prepare  for  that 
momentous  event. 
On  Sunday,  the  US 

National  Aeronautics  and 
Space  Administration  (Nasa) 
launched  Mars  Polar  Lander. 
It  is  due  to  touch  down  near 

the  edge  of  the  planet’s south  polar  cap  in  early 
December.  It  follows  the 
December  u   launch  of  Mars 
Climate  Orbiter.  another 

Nasa  project,  which  should 
enter  its  orbit  by  late  Sep- 

I   tember. The  duo  of  probes,  collec- 

tively known  as  the  Mars  '98 project  and  costing  $357m 
(£2l5m),  are  the  second 
instalment  in  a   long-term 
programme  of  robotic  Mars 
exploration.  They  continue 
the  work  of  the  now  silent 
Mars  Pathfinder  lander,  best 
remembered  for  its 

Sojourner  mini-landrover 
and  the  stunning  pictures  of 
the  Mars  surface  it  sent 
back.  The  Mars  Global  Sur- 

veyor is  already  in  orbit,  tak- 
ing ttataiipd  photographs  of 

the  planet 
These  Nasa  projects  are 

the  vanguard  for  an  armaria 
of  spacecraft  from  various 
nations  which  will  explore 
Martian  territory  before 
astronauts  ran  make  the 
trip.  Early  .next  .century, 
robot  vehicles  are  due  to 
send  soil  and  rock  specimens 
from  Mars  back  to  Earth.  It 

is  all  part  of  a   masterplan 
for  .Mars  that  has  been 
scripted  for  the  next  decade. 

From  2001  to  2011,  an  inva- 
sion of  robotic  orbiters.  land- 
ers, hoppers,  and  penetrators 

-   including  mini-aircraft  and 
balloons  -   is  envisaged.  The 
main  aim  is  to  understand 
the.  history  of  the  planet, 
which  In  turn  would  resolve 
whether  there  is.  or  ever  has 
been.  Me  on  Mars. 

Dried  riverbeds,  deep  can- 
yons, vast  canyon  systems, 

and  wbat  appear  to  be 
ancient  lake  shorelines  all 

point  to  a   warmer  and 
damper  Mars  in  the  past 

“The  real  trie*  on  Mars  is 

to  figure  out  where  is  the 
water,”  says  Norman 
Haynes,  director  o£  the  Mars 
exploration  directorate  at 
Nasa’s  Jet  Propulsion  Labo- 

bave  understood  when  and 

why  the  Martian  climate 
underwent  such  profound 

change. 
"Foremost  among  the  sci- 

entific questions  we  are  try- 

ing to  answer  is  understand- ing the  biological  potential 
of  Mars,"  says  Call  PDchsr, 
Nasa’s  science  director  for 
solar  system  exploration. 
"Did  life  arise  on  Mars?  The 

answer  to  that  question  is 
profound,  whether  it  is  yea 

or  no." 

An  international  roadmap 

for  future  red  planet  explora- 
tion includes  Nasa  -   which 

is  spending  about  8300m  a 
year  on  Mars  exploration 
until  at  least  2005  -   the  Cen- 

tre National  D’Etudes  Spa- 
ll ales  (CNES),  which  is 

France's  space  agency,  and 

the  Agenzia  SpaziaJe  Ital- 
ians, the  Italian  space 

agency. Nasa  has  begun  rilm-nssing collaborative  work  with 

Japan,  Germany  and  the 
European  Space  Agency 

(Esa),  which  could  encom- 
pass Esa's  proposed  Mars 

Express  project.  Due  for launch  in  2003,  this  may 

carry  the  Beagle  2,  a   lander 

designed  by  the  Open  Uni- 
versity in  the  UK  for  seeking 

signs  of  life  on  Mars. 

A   key  element  in  multi-na- tional Mars  research 

involves  using  France's  pow- erful Ariane  5   rocket  to 
launch  a   French-made  Mars 
arbiter  in  2005. 

It  will  scoop  up  soccer 

ball-sized  containers  of  Mar- 
tian rock  and  soil  that  will 

have  been,  flung  into  orbit 
via  small  rockets  fired  from 

the  planet's  surface.  The 
CNES-built  orbiter  will  ren- 

dezvous with  the  containers, 

sending  back  to  Earth  the 
precious  cargo  for  landing, 
perhaps  in  Australia,  in  200B. 
Several  robotic  sample 

missions  are  envisaged  in 

following  years,  with  scien- 
tists eager  to  analyse  each 

bit  of  material  in  order  to 

‘Did  life  arise  on 

Mars?  The  answer 

to  that  question  is 

profound,  whether 

it  is  yes  or  no1 

New  horizons:  an  artist's  bnpression  of  the  Mars  Polar  Lander 

The  aims  of  the  most  at  depths  beneath  the  thick  Martian  air, 

recently  launched  spacecraft  ice  caps.".  passing  sane 
are  more  modest  Mars  Cli-  The  lander's  mechanical  movement  o: 
mate  Orbiter  is  designed  to  arm  is  ready  for  double  duty,  crunching  ii 

collect  data  from  the  atmo-  Soil  samples  will  be  scooped  expected  to 
sphere  and  scour  the  planet  up  and  heated  in  small  ten-link  to 
for  water.  ovens,  which  win  reveal  con-  available  th 

Polar  Lander,  meanwhile,  centratians  of  water,  oxygen  net 

will  cast  off  a   pair  of  micro-  and  carbon  dioxide.  Within  tt 
probes  en  route  to  its  own  Another  experiment  will  decades  of  t] 
landing.  Faffing  through  the  bring  back  the  sounds  of  robotic  misi 
thin  Martian  air,  these  Mars.  Sponsored  by  The  tain  to  revea 

devices  will  hit  the  ground  Planetary  Society,  a   Calif-  red  planet’ 
at  speeds  of  up  to  200  metres  ornia-based  public  space  experts  fore 
per  second  and  burrow  group,  and  University  of  Cal-  sation  of  thi 
themselves  a   metre  into  the  tfomia  at  Berkeley  scien-  -   automate 
soil.  The  probes  are  fitted  tists,  a   microphone  will  established 

with  tiny  sensors  to  detect  record  the  planet’s  sounds  tific  location 
water  ice.  measure  son  tem-  on  a   computer  speech  recog-  -   as  a   preluc 
perature  and  even  to  moni-  ration  chip.  Even  in  the  thin  its  by  humai 
tor  weather  conditions  at      — 
their  respective  impact  sites. 

A   brief  history  of  Mari 
tic  arm  which  will  stretch 
out  and  dig  trenches  into  the  1960s:  former  Soviet  Union  launches  first 
surrounding  terrain,  which  Mars  probes,  writes  Leonard  David.  All  fail 
is  believed  to  consist  of  lay-  to  fly  by  the  planet  or  return  planetary  data. 

Martian  air.  gusts  of  wind, 

passing  sand  storms  and  the movement  of  the  robotic  arm 
crunching  into  the  soil  are 

expected  to  be  beard.  A   lis- ten-link to  Mars  will  be 

available  through  the  inter- 
net 
Within  the  opening  two 

decades  of  the  nest  century', 

robotic  missions  seem  cer- tain to  reveal  for  more  of  the 

red  planet's  secrets.  JPL 
experts  foresee  robot  coloni- sation of  the  faraway  world 
-   automaton-run  outposts 

established  at  prime  scien- tific locations  on  the  planet 

-   as  a   prelude  to  regular  vis- 
its by  humans. 

Ultimately,  the  most  pro- 
found questions  about  Mars 

may  require  human  exper- 

tise on  the  spot  anyway.  “I would  personally  be  very 

surprised  If  over  the  next  20 

years  it  turns  out  to  be 
extremely  easy  to  find 

extant  life  on  Mars,”  says 
Steve  Squyres,  professor  of 

astronomy  at  Cornell  Uni- 
versity in  Ithaca,  New  York. “Sooner  or  later,  you  are 

going  to  want  to  make  the transition  to  having  humans 
there.  And  what  could  make 
a   more  compelling  case  for 

sending  humans  to  explore  a 
planet  than  the  search  for life."  he  adds. 

A   brief  history  of  Mars  missions 

unveil  a   past  and  present 

picture  of  Mars. “We  don’t  believe  that  for 

the  next  10-15  years  we  can 
build  and  launch  small 

enoogh  equipment  that  can 
do  those  kind  of  measure- 

ments on  Mars.  So  we  have 

ratory  (JPL)  in  Pasadena,"  to  bring  Mars  back  to  the California.  The  truth  wfll  be 
established  only  if  scientists 

equipment,” 
Haynes. 

ered  dust  ice  and  frozen  sofl. 

“By  digging  half  a   metre 
or  a   metre  into  the  surface 

we  might  be  able  to  examine 
a   hundred  thousand  years  of 

the  Mars  geologic  record," 
says  Richard  Zurek,  JPL's project  scientist  for  both 
missions. 

“If  you  are  looking  for  life, 

the  polar  regions  offer  one 
environment  That  might  be 
favourable  to  the  persistence 
of  life  if  it  has  developed  on 
Mars,”  says  Dr  Zurek. 
“There  may  be  liquid  water 

US  Mariner  3   fails  at  launch,  but  Mariner  4 
completes  first  successful  photo  fly-by  of 
Mars,  followed  by  Mariner  6   and  Mariner  7 
which  send  back  further  pictures. 
1970s:  both  USSR  and  US  have  Mars 

mission  failures  early  in  the  decade.  Russia’s Mars  2   and  Mare  3   drop  the  first  landers 
onto  the  Martian  surface.  Both  apparently 

fall  victim  to  a   raging  dust  storm.  US 
Mariner  9   swings  into  Mars  orbit, 
transmitting  thousands  of  images  showing 
dormant  Martian  volcanoes,  a   large  valley, 

and  other  striking  features.  Russia’s  Mars  4, 
5.  6,  and  7   encounter  differing  sets  of 
problems  at  the  planet,  limiting  their 
usefulness.  Dual  US  VBdng  landers  touch 

down  on  Mare  to  conduct  search-for-We 
experiments  while  two  Viking  orbiters  carry 

out  photo-mapping  tasks. 
1980s:  USSR's  Phobos  1   lost  on  way  to 
Mare  due  to  ground  command  error. 
Contact  with  sister  ship,  Phobos  2,  fails  as 

craft  nears  one  of  Mara’  two  moons. 1990s:  US  Mare  Observer  lost  on  approach 

to  planet,  perhaps  due  to  failed  fuel  fine.  US 
Mare  Global  Surveyor  settles  into  Mars  orbit 
aid  now  sends  back  detailed  photos  and 

other  science  data.  Russia's  Mars  96  suffers 
launch  failure,  tumbling  back  to  Earth.  US 
Mare  Pathfinder  plops  down  on  Mara  using 
air  bags,  then  dispatches  Sojourner 
micro-rover.  Japan’s  Nozomi  Mars  orbiter now  en  route  to  the  red  planet  along  with 
the  US  Mare  Climate  Orbiter  and,  launched 

on  Sunday,  Mare  Polar  Lander. 

INTERVIEW  GLP.  GUPTA,  INDUSTRIAL  DEVELOPMENT  BANK  OF  INDIA 

The  corporate  surgeon 
He  is  an  experienced  hand  in  the  financial  sector.  But,  says 

Krishna  Guha,  he  wants  the  bank  to  stick  to  its  knitting 

The  new  chief  of  and  to  launch  software  ven- 
Intiia's  biggest  finan-  ture  capital  funds. 

Waiting  for  th«  body's  wake-up  ca« 

    FXVZT-'  ’■    

r'— rial  institution  has  a 

job  rather  like  a   battlefield 

surgeon’s.  With  the  indus- trial economy  suffering  from 

a   sharp  slowdown,  G.P.  Gup- 
ta’s first  priority  is  to  limit 

the  number  of  casualties  and 
to  nurse  fundamentally 
sound  companies  back  to health. 

It  helps  to  be  an  experi- enced hand  in  the  operating 
theatre.  Mr  Gupta  spent 
three  decades  in  project 

finance  at  Industrial  Devel- 

opment Bank  of  India  - where  be  has  now  returned 

as  chairman  —   with  an  inter- 
vening stint  as  chairman  of 

Unit  Trust  of  India,  the 

country’s  biggest  mutual 

fond. His  career  is  testimony  to 

the  most  powerful  nexus  in 
the  Indian  financial  sector 
the  ties  between  the  Reserve 

Bank,  IDBI  and  CTI  -   the state-owned  fond  manager, 
which  was  recently  in  the 

news  with  problems  at  its 

flagship  mutual  fond.  US-64. 

The  Reserve  Bank,  India’s central  bank,  founded  IDB1, 
which  in  turn  founded  OH, 
where  It  remains  the  biggest 

shareholder. 
Mr  Gupta  has  brought  a 

touch  of  market  know-how 
to  IDBI,  with  plans  to  enter 

the  secondary  equity  market 

But  his  approach  is  gener- 
ally cautious,  and  radical 

change  is  not  on  the  cards. 
There  has  been  some 
restructuring  and  a   new 
information  technology strategy. 

“We  will  now  consolidate,” 
he  says. Unlike  many  Of  his  peers 

in  India’s  banking  system 

Mr  Gupta  remains  wedded  to 
the  business  of  industrial 

loans  and  project  finance  - 
and  sceptical  about  the  mer- 

its of  “universal  banking”. “We  would  not  like  to  get 

involved  with  auto  finance, 
consumer  loans  and  that 

kind  of  thing,”  he  says. 
“The  culture  erf  a   conuner- 

IDBI  to  stick  to  its  knitting. 
“We  are  an  industrial 

development  bank  -   the 

ninth  biggest  in  the  world  - and  our  job  is  to  provide 

finance  to  industry,"  he, 
says.  But  industry  is  in  dire 
straits  and  demand  for 
investment  is  scarce. 
“After  liberalisation  in 

1991  a   lot  of  new  capacity 

came  up."  he  explains. 

‘He  is  not  about 

to  pull  the 
rug  from 
under  troubled 

companies’ 

problem  of  non-performing 
assets,  officially  10.1  per  cent 
of  the  total  and  by  many 
estimates  a   lot  higher.  But 

others  argue  that  IDBI  can- not allow  huge  swathes  of 
Indian  industry  to  go  to  the 

wall. The  institution’s  exposure to  the  steel  industry,  for 

instance,  could  be  greater 
than  its  net  worth,  some 
analysts  estimate.  Nursing 

companies  back  to  health 
may  be  the  only  option. 

Mr  Gupta  has  a   three-point 
test  to  determine  whether  a 

company  is  viable:  does  it 

have  products  of  interna- 
tional quality;  does  it  use 

globally  competitive  technol- ogy; and  is  it  big  enough  to 

compete? He  says  he  will  help  such 

companies  restructure:  “We will  support  our  borrowers rial  bank  and  a   development        ,           in  their  efforts  to  become 
financial  institution  is  differ- 

ent very  different" 
He  is  also  reluctant  to  take 

over  any  of  India's  existing 
commercial  banks 
although  he  is  aware  that 

there  may  be  pressure  for 
him  to  do  so  in  future  as 

part  of  a   long-overdue  con- 
solidation of  the  sector. 

“Merger  makes  sense  if 
you  have  fuff  freedom  to 
close  down  branches, 
retrench  employees,  cut 

coats.”  Mr  Gupta  says.  "At 
present  all  these  freedoms 

are  not  available.” Mr  Gupta’s  intention  is  for 

“Demand  was  estimated  on 

the  basis  of  certain  growth 
rates  and  that  demand 

pick-up  did  not  take  place. 

Many  industries  are  now 
operating  at  capacity  levels 

globally  competitive."  That may  involve  acquiring  new 
technology,  economies  of scale  or  new  markets. 

For  the  next  few  years  this 

type  of  lending  -   to  fond restructuring  rather  than 

lower  tbai?  estimated  when*  simple  capacity  addition  -   is 

these  projects'  were  likely  to  predominate.  Mr 

approved." 

He  says  IDBI  will  give 
financial  support  to  those 
which  are  going  through  a 
had  patch  but  are  Ekfely  to 

prosper  once  demand  recov- 
ers. 
Some  analysts  say  this 

approach  will  perpetuate  the 

Gupta  says  it  will  help  fuel 
consolidation  in  Indian 

industry. IDBI  wfll  work  with  other 

lenders  to  encourage  compa- 
nies to  slim  down,  releasing 

cash  flow  to  service  their 
debts,  making  use  of  its 

equity  stake  in  many  pro- 

(LP.Guptk  sceptical  about  ‘universal  banking* Sophie  Whitfield 

jects  to  exert  leverage. 
It  will  lend  up  to  50  per 

cent  of  the  value  of  an 
agreed  takeover,  and  may 
act  as  a   matchmaker 
between  sellers  and  buyers. 

In  many  cases  both  wfll  be 
existing  borrowers. 

However.  Mr  Gupta  will 
not  finance  hostile  takeover 
bids. 

"Acquisitions  should  take 

place  as  part  of  broader 
restructuring  and  should 

improve  shareholder  value 
on  both  sides,"  he  says. 
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Merger  speculation  boost  for  bourses 
CURRENCIES  &   MONEY. 

FURO  SPOT  FORWARD  AGAINS^R^
jURO 

QBU  am gt  aou»  W*-*  S""** 

S5w  0.W  V#  *"   y.  — 

^Of^pV^EW 

By  Vincent  Botand 

European  stock  markets 

continued  to  power  ahead 

yesterday  as  merger  specula' 

tion  led  to  a   flurry  of  activ- 

ity in  selected  sectors. 

Analysts  said  investors 

were  coming  back  to  the 

markets  strongly  after  the 

holiday  period  and  the 

smooth  launch  of  the  euro. 

although  some  expressed 

surprise  at  the  scale  of  the 

rises  seen  so  far  this  week. 

The  bullish  mood  in 

Europe,  especially  in  con- 
sumer industry  stocks,  was 

matched  by  that  in  New 

York,  where  the  Dow  Jones 

Industrial  Average  had  set  a 

new  record  high  in  early 

trading.  The  euro,  mean- 

while, weakened  slightly 

against  the  US  dollar. 

Among  the  European  indi- 

ces, the  PISE  Eurotop  300 

Index  of  leading  shares  rose 

30.11  or  2.46  per  cent  to 

1,261.32.  The  narrower  FTSE 

Eurotop  100  index  rose  &58 

or  229  per  cent  to  2324.12, 

while  the  FTSE  Ebloc  100 

index  of  shares  in  euro-rone 

countries  rase  1934  or  124 

per  cent  to  1,082.42. 

Once  again  telecommuni- 
cations stocks  were  in  the 

thick  of  things,  and  the  sec- 

tor index  advanced  2-37  per 

cent.  News  that  Vodafone 

Group  was  in  merger  discus- 
sions with  its  US  counter- 

part AixTouch  sent  most 

mobile  companies  soaring, 

although  shares  in  the  UK 

group  still  ended  unchanged 

at  €15.45. 
But  European  groups  with 

big  mobile  units  •   rose 
sharply.  Deutsche  Telekom 
climbed  €1.90  to  €34.65, 

France  Telecom  was  €2*20 

higher  at  €7620,  and  Man- 
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nesmann  rose  €2.20  to 
€115^0. 

Automobile  stocks  were 

another  feature  as  specula- 
tion grew  that  a   big  US/ 

European  merger  would- be announced  in  the  next  few 

weeks.  With  investors  won- 
dering which  companies 

might  be  involved,  shares  in 

some  potential  candidates 
soared. 
Most  of  the  speculation 

centred  on  BMW,  whose 

shares  were  €41  higher  at 

€740,  and  Ford  of  the  US,  but 

other  European  auto  shares 

benefited  as  welL  Volkswa- 

gen climbed  €2£0  to  C7&76. 

Peugeot  was  up  €3  at  €143, 

and  Volvo  was  €0.30  higher 

at  €22.30.  DaimlerChiysler, 

the  first  fruit  of  a   transatlan- 

tic merger  in  the  car  indus- 

try, Jumped  €5.70  to  €9Z£L 
Banking  shares  were 

strong  "g81*".  with  French 

stocks  soaring.  BNP  was 

€6.50  higher  at  €81.45  and 
Paribas  rose  €2.70  to  €86.95. 
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              BUSINESS  AND  THE  EURO 

A   smooth  conversion  greets  Europe’s  new  currency By  George  Graham,  -*■  %/ 

  — —       Months  of  co-operation  between  fierce  rivals  ensured  the  euro  got  off  to  a   trouble-free  start  KEfS 

“By  George  Graham, 
Banking  Editor 

The  memo  posted  on  the 
wall  of  Chase  Manhattan's 

.   operations  centre  in  Bourne- raouth,  on  the  southern 
coast  of  England,  conveyed  a 
sense  of  triumph. 

“To:  the  traders  and  bank- 
ers. 

Prom:  the  techies  and  ops 
people. Re:  the  euro 

We've  done  our  bit  Now  the 
action  is  all  yours." 

As  trading  began  smoothly 
this  week  in  the  new  Euro- 

pean currency,  it  became 
clear  that  across  the  finan- 

cial services  sector,  the 
techias  and  ops  people  bad 
indeed  done  their  bit.  better 

jfrven  than  they  had  dared 

,-f.iope. 'T  Months  of  co-operation 
'   between  banks  that  usually compete  fiercely,  along  with 

repeated  rehearsals  of  the 
conversion  process,  paid  off 
as  the  long  weekend  from 
the  setting  of  euro  conver- 

sion rates  on  Thursday 
December  31  through  to  the 
start  of  dealing  on  Monday 
January  4   passed  off  with 
■scarcely  a   hitch. 

Most  banks  found  that  any 
problems  could  be  dealt  with 
easily  by  band,  and  many 
were  able  to  finish  the  entire 

process  of  converting  hank 
balances  ahead  of  schedule. 

.   "We  had  worked  this  thing 

out  to  get  through  In  a   day 
and  a   half,  leaving  space  to 
go  back  and  rerun  if  any- 

thing went  wrong.  In  the 
end,  we  came  in  four  hours 

inside  the  schedule,*1  said Bill  Grant,  Emu  project 
director  at  Citibank,  the 
banking  arm  of  Citigroup, 
the  financial  services  con- 
glomerate. 
“We  had  a   few  glitches 

where  we  took  a   few  min- 
utes to  think  about  what  to 

do,  but  I   can't  even  think  of anything  I   would  describe  as 

a   problem,"  said  Joanna Meager,  at  Salomon  Smith 

Barney,  Citigroup’s  invest- ment banking  subsidiary. 
“Everybody  involved  did 

precisely  wbat  they  were 
supposed  to  do,  when  they 
were  supposed  to  do  it,"  said Susan  Kirchhoff,  who 
headed  the  Emu  team  at 
J-P.  Morgan,  the  US  whole- 

sale hank. Even  Canadian  banks 
appeared  to  have  handled 
the  conversion  smoothly, 
despite  having  to  contend 
with  50cm  of  snow,  which 
prevented  many  staff  from 
making  tt  into  the  office. 
The  smoothness  of  the 

conversion  weekend  was 

helped  by  relatively  low  vol- 
umes of  transactions  in  the 

week  between  Christmas 
and  New  Year  -   lower  even 

A   bond  trader  in  London  prepares  for  the  euro's  arrival 

Banks  confront 
hard  choices  on 

handling  euros 
By  George  Graham, 

-   fa  Banking  Editor 

i*The  birth  of  the  euro  has 
*'  launched  a   cutthroat  compe- 

tition in  the  payments  mar- 

ket, not  only  between  clear- 
ing banks  but  also  between 

payments  systems. 
At  the  systems  level,  each 

country  in  the  European 

Union  is  obliged  to  have  a 
real-time  gross  settlement 

system  connecting  to  the 

European  Central  Bank's Target  system. 

Many  countries  also  oper- 
ate end-of-day  net  payment 

systems,  and  at  a   transna- 
tional level  the  Euro  Bank- 

ing Association,  which 
cleared  Ecus,  is  running  a 

net  system  that  is  expected 
to  be  a   major  contender. 

Estimating  payment  vol- 

umes in  euros  has  been  diffi- 
cult. but,  on  the  basis  of 

national  currency  payments, 

a   Boston  Consulting  Group 

jrt&dy  last  year  estimated 

ujf/aflic  in  the  11  euro-zone 
.Countries  at  around  322,000 

high-value  payments  a   day. 

The  capacity  added  in 

anticipation  of  the  new  cur- 

reuev  by  Germany's  EAF, the  UK's  Chaps  Euro. 

Prance's  TBF  and  the  EBA 

system  -   just  four  of  the  big- 

gest channels  competing  for 

euro  transfers  -   could  han- 

dle another  7-W.000  payments a   day. 

Banks  do  not  yet  know 

which  or  those  systems  will 

end  up  as  the  dominant 

channels,  so  many  of  the 

larger  c]  carers  have  signed 

up  for  half  a   dozen  systems 
to  cover  their  bets.  This  is 

costly,  however,  not  so  much 
in  terras  of  membership  fees 

and  running  costs  as  in  the 
added  difficulty  of  managing 

fi  liquidity.  Banks  will  soo
n 

,|wani  to  narrow  their .   choices. 

Each  bank  has  lo  put  up 

collateral,  usually  in  the 

form  of  government  securi- 
ties. in  cadi  of  ihe  systems 

in  which  it  is  participating 

lo  cover  its  outgoing  pay- 

ments.  Any  glitches  could 
result  in  a   bank  running 

short  of  liquidity  in,  say, 

EBA  -   and  having  to  borrow 

to  cover  its  needs  -   despite 
having  surplus  euros  in  its 
national  RTGS  system. 

While  it  is  easy  enough  to 

switch  cash  around  the  con- 
tinent through  Target,  it  can 

be  more  complicated  to 

move  collateral.  Some  cen- 
tral banks  are  still  dragging 

their  feet  over  collateral 

transfer  arrangements;  there 
is  a   suspicion  among  some 
bankers  this  is  a   deliberate 

ploy  designed  to  keep  liquid- 
ity within  their  national 

money,  market. 
There  are  also  far  too 

many  banks  competing  for 

payments  business.  The  euro 
sharply  reduces  the  need  for 

large  banks  to  maintain  cor- 
respondents in  different 

euro-zone  countries  and  also 

opens  the  door  far  corporate 
clients  to  slash  the  number 
of  banks  they  deal  with. 

Since  the  D-Mark  accounts 

for  around  half  of  all  pay- 

ments in  the  euro-zone, 
Deutsche  Bank  and  possibly 
Commerzbank  of  Germany 

are  expected  to  emerge  as 
market  leaders  in  terms  of 

volumes  cleared.  But  a   num- 
ber of  US  banks  also  appear 

well-placed. 

Broadcasts  on  the  Swift 

interbank  message  system  of 

Standard  Settlement  Instruc- 

tions. in  which  banks  and 

broker-dealers  tell  the  mar- 

ket where  to  send  any  euro 

payments  they  are  owed, 

suggest  Chase  Manhattan  so 

far  leads  the  field,  featuring 

in  27  per  cent  of  SSls  issued 

up  to  December  23. Deutsche  follows  with  a   19 

per  cent  share,  and  Citiban
k 

lies  third  with  6   per  cent
  - 

although  these  figures  indi-
 

cate only  numbers  of  banks 

issuing  SSls  and  not  
vol- 

umes of  euros. 

The  top  10  is  rounded  ou
t 

by  Dresdner,  Commerzba
nk. 

Societfe  Generate.  Banker
s 

Trust  -   soon  to  be  take
n 

over  by  Deutsche  -   Ban
k  of 

America,  Midland  and 
 Bar- 

clays. Many  who  fail  to 

make  the  top  10  fece  s
tark 

derisions  over  perseverin
g. 

Target  bow  the  settlement 
system  works  j 

flows  during  On  day 

-Charing  of  enfange '   traded  dertabss 

.Ihobes  of  foreign 

..  actaiigB  raffing 

-   ttheroBS  pay  nw 

'   .'JBtbahKK 

Payments  batches    J 

processed  wemSgKh 

Sysuro  opens. 

than  the  norm  for  this  off- 

peak  period.  As  traders  and 
treasurers  started  firing  live 
euro  bullets  this  week, 

rather  than  the  "when 
issued”  or  synthetic  deals 

from  before  the  new  curren- 
cy's official  birth,  volumes 

remained  moderate. 
Not  only  the  currency  was 

new  on  Monday  morning. 

This  week  also  saw  a   bap- 
tism of  fire  for  Target,  the 

high  value  payments  system 

set  up  by  the  European  Cen- 
tral Bank  to  link  national 

payments  systems  from  all 

15  European  Union  coun- 

fir 
apstons  dear  and 

J m 

at  «ttj  batons 

.   Semites  aadhraeot 

system  ptws  over  end -of  dqrcssbbataocn 

•,   Sjrien  doses 

tries,  and  for  the  Euro  Bank-  ited  the  required  collateral 

log  Association's  new  euro  payments  on  time  on  Mon- 
clearing system.  day  morning  and  settled 

Some  bankers  had  been  a   their  payments  successfully, 
little  bit  nervous  about  the  Unlike  EBA,  which  is  a   net 

EBA  system  -   not  because  of  system  in  which  banks  accu- 
any  substantial  problems  mulate  the  amounts  they 
during  testing,  but  simply 

because  the  expected  vol- 
umes of  euro  payments 

clearing  through  the  system 

were  so  much  higher  than 
the  limited  quantities  of  ecus 
the  ESA  has  until  now  been clearing. 

But  the  system  has 
worked  smoothly  so  for.  All 

62  clearing  members  depos- 

owe  each  other  during  the 

day  and  settle  up  the  net  bal- ances at  the  end  of  the  day. 

Target  makes  gross  pay- 
ments In  real  time.  If  Bank 

A   owes  Bank  B   €100m  at 

10 am,  and  Bank  B   owes 
Bank  A   the  same  amount  at 

3pm,  both  payments  will  go 
through,  where  a   net  system 
would  tot  up  the  two  pay- 

ments and  call  it  quits.  Pay- ments can,  therefore,  go 

through  Target  from  the 

opening  time  at  7am  Frank- fort time  onwards. 
It  also  began  smoothly, 

but  ran  into  bottlenecks 
towards  the  end  of  the  day, 

when  large  volumes  of  pay- 
ments stemming  from 

national  net  payment 

systems  started  to  flood  into 
the  system.  Target  operates 
as  a   hub,  linking  together 

each  country’s  own  real  time 
gross  settlement  system,  so 
problems  in  one  country  can 
affect  the  centre  even  if  they 
do  not  have  any  real  impact 

on  other  national  systems. 

On  Monday,  the  difficul- ties were  fairly  widespread, 

and  Target  had  to  announce 

three  half-hour  gTt«iBffMi<  to its  normal  closing  time  of 

6pm  Frankfort  time  to 
ensure  everybody’s  pay- 

ments got  through.  On  Tues- 
day, a   one-hour  extension 

was  needed  because  of  prob- 
lems in  the  Portuguese  pay- 

ments system. 
ECB  officials  insisted  the 

delays  were  merely  predict- 

able teething  troubles.  Pri- vate sector  bankers  said  the 

delays  had  not  prevented 
them  from  starting  their 

overnight  batch  processes  on 
time,  and  had  caused  no 
knock-on  difficulties. 

"if  this  is  the  only  thing 

that  happens  I   think  we  can 
still  pat  ourselves  on  the back.”  said  Joost  Kuiper, 

senior  vice  president  for 

treasury  and  fixed  income  at 
ABN  Amro  in  Amsterdam. 
Other  segments  of  the 

European  financial  system 

appeared  to  have  coped  well 
with  the  transition.  C-edel 

and  Eurodear,  the  two  secu- 

rities depositories  which 
clear  many  international 

bond  and  equity  transac- 
tions. both  came  through  the weekend  with  nags  flying 

high,  releasing  converted balances  to  clients  well 

ahead  of  schedule. 
Global  custodians 

brokerages  acknowledged 
that  clients  checking  in  first 

thing  on  Monday  discovered their  accounts  showing  at 

zero,  because  their  systems did  not  yet  have  live  prices 
to  update  valuations. 

Bankers  are  still  cautious 

about  proclaiming  victory before  the  infrastructure  has 
proved  that  it  can  stand  up 
to  real  volumes.  The  first 

euros  traded  in  the  spot  for- eign exchange  market  only 

came  through  for  settlement 
last  night,  and  securities trades  from  Monday  ulll 

only  start  to  settle  from 

today  onwards. 
At  the  Bank  of  England, 

credited  by  many  banks  for 
its  work  in  co-ordinating 

preparations  for  tin-  euro 
conversion  in  the  capital 

‘We  had  a   few  glitches  where  we  took  a   few 

minutes  to  think  about  what  to  do,  but  1   can't 
even  think  of  anything  I   would  describe  as  a 
problem.  Everybody  involved  did  precisely  as 

they  were  supposed  to  do' 
appeared  for  the  most  port 
to  have  coped  with  the  con- 

version process,  though 

some  fund  managers  com- 
plained that  their  custodians 

were  slow  in  giving  details 

of  updated  account  balances. 
Some  retail  stockbrokers 

also  encountered  difficulties. 

In  Germany,  some  on-line 

markets.  David  Clomcnti. 

deputy  governor,  expressed 

satisfaction  as  the  conver- sion process  wound  up  on 
Sunday. 
"Today  has  been  a   huge 

milestone.  There  are  further 
milestones  to  come  but  we 

judge  that  it  will  go 

smoothly." 

There’s  only  one  place  to  go  for  your  euro  solutions 
And  here  they  all  are. 

www.ibm.com/euro/impacts_and_opportunities 

www.ibm.com/euro/and_dual_pricing 

www. ibm.com/euro/not_on_my_keyboard 

www. ibm.com/euro/and_e-business 

www.ibm.com/euro/Lneed_more_resources 

www.ibm.com/euro/my_customers_want_euro_invoices 

www.  ibm.  com/euro/can  JT_tools_help 

www.ibm.com/euro/is_notjust_another_currency 

www.ibm.com/euro/i_need_a_project_plan 

www.ibm.com/euro/heeelllp 

Discover  the  euro  solution  you’ve  been  searching  for  at  any  one  of  the  addresses  above.  Or  try 

www.ibm.com/eiiro.  Either  way  you'll  end  up  at  the  IBM  euro  solutions  ̂ Peb  site.  And  there,  whatever 

^   your  company  size  and  irrespective  of  how  far  along  the  road  to  fall  adaptation  you  are,  you’ll  find 
ntMEuroReody  everything  you  need  to  cope  with  the  challenges  and  realise  the  opportunities  of  the  single 

currency.  Its  an  invaluable  store  of  euro  information,  services  and  products  designed  to  help  make  your 

organisation^  euro  plans  as  straightforward  and  beneficial  as  possible.  Fed  free  to  visit  www ubm.com/euro 

Solutions  fora  small  planet 
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BENCHMARK  BONDS 

By  Ratal  Jacob  In  London 
and  Jotn  l   abate  to  New  York 

A   successful  German  bond 

auction  pushed  European 

markets  higher  yesterday. 

Germany  sold  €7.3hn  of 

10-year  bunds  at  a   yield  of 
3.71  per  cent.  The  auction 

teas  subscribed  more  than 

three  times. 

“They  sold  about  €8bn  and 

got  €25.6bn.  The  investors’ 
attitude  is  ‘Get  than  while 

you  can'.”  said  Andrew 

Roberts,  fixed  income  strate- 
gist at  Merrill  Lynch. 

The  auction  was  seen  as 

an  early  bid  to  establish  the 

German  bund's  credentials 
as  the  benchmark  yield 

curve  for  euro  debt 

Before  the  auction  yester- 

day morning,  the  heavy  sup- 

ply expected  this  week 
loomed  as  a   damper  on 

prices.  Some  €2lba  in  euro 

bands  will  have  been  sold  by 

governments  this  week. 

Spain  also  saw  strong 

demand  when  it  sold  €2L2bn 

worth  of  - three-year.  10-year 

and  30-year  bonds  yesterday. 

"The  auctions  would  have 

been  a   big  test  for  the  mar 

kets  anyway.  The  low  levels 

of  yields  and  law  levels  of 

liquidity  have  made  them  a 

stiff  ex  test."  said  Philip 

Tyson,  bond  strategist  with 
HSBC  Markets. 

Thus  far,  the  test  has  been, 

passed  with  ease.  The  strong 
demand  this  week  bodes  well 

for  the  French  government's 
auction  on  Thursday.  It  will 

INTERNATIONAL  CAPITAL  MARKETS    

CME  sees 

‘solid’ 
trading 

in  euro 

Successful  bund  auction  lifts  Europe 
be  offering  €3J5bn  to  e&abn 
of  OAT  bonds  maturing  in 

2009  and  2029. 
France’s  offering,  coming 

so  soon  after  Germany's,  has 
inevitably  stirred  up  the 

debate  over  which  market 

will  establish  itself  as  the 

benchmark  yield  curve  fbr 
euro  debt.  Some  observers 

saw  yesterday's  auction  as 
further  proof  that  Germany 

remains  clearly  in  the  lead. 

The  French  authorities 

have  tried  a   lot  harder,  but  I 

don't  see  how  France  could 
take  over  as  the  benchmark, 

unfair  as  that  might  be,” 
said  Sally  Wilkinson,  senior 
economist  with  Dalwa 
Europe. 

Ids  WHklrtson  argues  that 

although  France  has  been 
more  innovative  and  was  the 

first  to  introduce  Ecu  bonds, 
for  instance,  the  German 
market  boasts  much  higher 

overseas  participation. 

“Germany  Is  the  corner- 
stone in  holding  Europe 

together,  politically  and  eco- 
nomically. The  bund  will 

remain  the  benchmark,”  Ms 
Wilkinson  said. 

UK  gilts  ended  slightly 

lower,  with  the  lft-year  gilt 
future  falling  from  lid JB  to 

close  at  119.16.  Trading  was 

notably  light,  and  the  mar- 
ket appeared  to  be  holding 

its  breath  as  it  waited  for  the 

Bank  of  England’s  decision 
on  an  Interest  rate  cot  on 
Thursday. 

US  Treasuries  were  mixed 

in  midday  trading.  Wide- 
spread selling,  which  hit  the 

market  earlier  in  the  week. 

eased  despite  a   sharp  morn- 
ing rally  in  US  equities. 

By  early  afternoon  the  30- year  bond,  the  benchmark 

fbr  longterm  interest  rates, 

was  A   higher  at  1002,  yield- 

ing 5.196  per  cent 

Among  shorter-term  issues the  10-year  note  was  down  £ 

to  99§,  yielding  4.773  and  the two-year  note  was  down  £   to 

99S,  yielding  4.658  per  cent. 
The  stock  market  and  the 

dollar  are  everything  here,” said  Dennis  Hynes,  chief 

investment  strategist  at 

R.  W.  Pressprieh  in  New 
York. 

An  easing  of  hedging  in 

the  corporate  bond  market 

and  an  Improvement  in  the 

dollar's  value  against  the 

yen  were  also  seat  as  posi- tive factors  for  bonds. 

Philippines 
steals  the  show 

New  international  bond  issues 

NEW  issues 

By  Edward  Lace, 
Capital  Haricots  Editor 

The  Philippines  yesterday 
stole  the  show  with  the 

launch  of  a   Slbn  offering  - 

its  largest  ever  on  the  inter- 
national bond  markets. 

Interest  in  the  two-tranche 

issue,  which  will  be  priced 

today,  to  some  extent 

assuaged  fears  about  over- 

supply In  the  investment 

grade  dollar  sector. 

In  the  space  of  just  three 

trading  days,  almost  all  the 

world's  largest  borrowers, 
including  the  World  Bank, 

the  European  Investment 

Bank,  KfW,  Dresdner  Bank. 

Deutsche  Bank,  Fannie  Mae 

and  Ford  Motors,  have 

tapped  the  dollar  sector.  One 
or  two  of  these  deals  have 

been  significantly  outper- 
formed by  the  swaps  market, 

which  has  tightened  consid- 

erably this  week. 

In  addition,  European 

institutional  investors 

appear  to  be  pre-occupied 
with  the  launch  of  the  euro 

white  Japanese  investors  are 

understandably  worried 

about  buying  dollars  with 

the  yen  having  appreciated 

so  steeply  this  week. 

“This  is  more  than  the 

market  can  digest,"  said  one 
official.  The  global  climate 

hasn't  changed  that  much 
since  November  yet  volume 

has  just  exploded  this  week." 
The  Philippines,  at  least, 

could  count  on  rarity  value 

with  the  first  dollar  offering 

Cram  south-east  Asia  since 

the  Philippines  came  to  the 

market  last  April  and  the 

first  big  deal  since  before  the 

crisis.  Appetite  for  the  deal  - 
split  Into  10-year  and  20-year 

tranches  -   was  enhanced  by 

the  growing  realisation  that 
there  will  not  be  a   deluge  of 

paper  from  Asian  sover- 

eigns, as  was  widely  expec- 
ted a   few  months  ago. 
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Much  of  the  expected  sup- 

ply has  been  pre-empted  by 
the  provision  of  Japanese 

guarantees  fbr  yen  denomi- 
nated offerings  by  Malaysia 

and  Thailand  and  by  better 

than  expected  current 
account  surpluses  in  South 

Korea  and  Thailand. 

“Asia  looks  more  stable 

than  people  had  feared  so 
investors  are  keen  to  buy 

into  a   bond  with  this  kind  of 

yield,”  said  an  official  at 
J.P.  Morgan,  joint  lead  with 

Warburg  and  MSDW. 

Elsewhere,  Tuesday's eurojinked  200m  zloty  deal 

by  the  European  Bank  for 

Reconstruction  and  Develop- 

ment performed  weU. 

Tyco,  the  US  industrial 

group,  issued  a   two-tranche 

dollar  bond,  white  BNG  tar- 
geted the  European  retail 

investor  base  with  a   $200m offering. 

By  Nikki  Taft  In  Chicago 

The  Chicago  Mercant
ile 

Exchange,  one  of  the  two  b
ig 

US  futures  markets,  yest
er- 

day described  trading  in  the 

new  euro  currency  futures
 

that  started  this  week  as
 |-  “solid".  It  said  it  had  seen 

respectable  liquidity  and 

interest  from  a   broad  spe
c- 

trum of  customers. 

The  CME  said  2JK6  co
n- 

tracts were  traded  on  Mon- 

day. The  vast  bulk  of  those, 

2,667,  were  handled  through
 

the  pit,  in  regular  tradin
g 

hours,  with  just  259  con
- 

tracts trading  electronically, 

via  the  Globes  system,  on 

Sunday  evening  and  early 

Monday  morning. 

On  Tuesday,  volume 

dropped  to  2,100  contracts, 

with  open  interest  standing 

at  2491  by  Tuesday's  close. 

Scott  Gordon,  the  CME's 

r-hainnan,  said  the  exchange 

had  been  impressed  by  the 

volume,  with  Ride  KI1  coIlin, 

president,  adding  that  the 
activity  had  been  stronger 
than  many  expected. 

The  comments  came  as 

traders  debated  what  the 

likely  level  of  sustainable 

business  in  the  new  contract 
would  be.  Despite  the  official 

enthusiasm,  volume  In  the 

two  opening  days  was  stfll 
modest  compared  with  some 

more  established  contracts. 
The  current  contract 

reflects  the  value  oE  the  euro 

in  US  dollars  and  is  sized  at 

€125,000.  The  minimum  price 
Increment  is  $12.50.  Next 

week,  the  exchange  plans  to 

add  trading  in  three  cross- rate  contracts  using  the  euro 
-   the  euro/British  pound, 

the  enro/Swiss  franc  and  the 
euro/Japanese  yen. 

These  will  also  be  sized  at 

€125,000  and  will  be  quoted 
and  settled  in  terms  of  the 

counter  currency  (such  as 

British  pounds). 

Japanese  5 

share  prices 
take  pounding 

1 

all 

I 

By  Alexandra  Nus
batan 

in  Tokyo 

Japanese  stocks  are  b
eing 

pounded  by  high  Jap
anese 

government  bond  yi
elds, 

negative  corporate  gro
wth 

prospects  and  an  appr
eciat- 

ing yen.  From  its  1998  hi
gh 

of  17.352,  the  Nikkei 
 225 

index  has  fallen  23  per  cent. 

The  decline  is  not  surpris- 

ing. Among  non-financlal 

companies  in  the  first  sec-
 

tion of  the  stock  market,  pre- 

tax profits,  excluding  excep- 

tional items,  are  expected  to 

fell  42  per  cent  in  the  year  to 

March,  said  Garry  Evans,  at 
HSBC  Securities  Japan. 

Prospects  for  next  year  are 

bleak,  especially  since  the 
yen's  recent  rise  to  Ylll  to 
the  dollar  bas  hit  exports. 

However,  the  most  serious 

and  unexpected  problem  is 
the  rise  in  bond  yields.  On 

December  30  the  10-year  JGB 

yield  reached  a   15-month high  of  24)1  per  cent. Fear  that  oversupply  in 

the  government  bond  mar- 
ket may  push  yields  even 

higher  has  had  two  effects. 

First,  it  has  raised  the  cost 

of  capital.  Easy  access  to 
low-cost  capital,  a   hallmark 

of  the  Japanese  corporate 

system,  may  he  a   thing  of 

the  past.  Indeed,  some  com- 
panies, whose  debt  has  been 

downgraded,  can  no  longer 

access  the  bond  market. 

Second,  the  rise  in  the 

yield  on  government  bonds 
has  made  equities  less 

attractive  relative  to  bonds. 
“High  interest  rates  usu- 

ally occur  when  there  is  opti- 
mism for  growth.  Now  we 

have  rising  interest  rates 

and  a   pessimistic  growth 

outlook,  and  the  market  is 

being  hit  all  around,"  said Craig  Chudler,  at  Salomon 
Smith  Barney. 

High  Interest  rates  are 

most  damaging  to  highly - 

geared  sectors  such  ,   as  air- lines, construction  and.  teal 

estate. 

"Higher  bond  yields  hint  ■ 

the  airline  companies, 

which,  with  heavily  levered 
balance  sheets  and  weak 
cashflow,  are  Interest  rate, 

sensitive,"  said  Laurent  del 

Grande,  at  Dresdner  Hein- 

wort  Benson. 
The  yield  on  the  10-yeac. 

JGB  has  climbed  by  135  j 

basis  points  from  its  year] 

low  of  0.695  per  cent  on  Sep- 

tember 17.  Since  then,  the 

airline  sector  has  underper- 
formed the  market  by  16  per 

cent.  Performance  In  the 

highly  geared  construction sector  began  to  decline  in 
mid-October.  Banks,  which 

have  substantial  braid  port- 

folios. began  to  decline  in 

early  December  and  have 
underperformed  the  market 

since  the  dose  of  1998. 

Higher  government  bond 

yields  have  also  hit  shares  of 
companies  traditionally 

bought  for  their  yield. 
“The  Increase  in  bond 

yields  over  the  past  few 

weeks  has  negative  implica- 

tions for  real  estate  busi- 
nesses which  require 

higher  yield  to  make  tin 
attractive  against  other  assel 

classes,”  said  Mr  del  Grande. 

Since  Its  high  In  Novem- 
ber. the  property  sector  has 

underperformed  the  market 

by  more  than  15  per  cent  ' 

Utilities,  however,  have 
outperformed  the  market, 

with  regulated  earnings  and 

a   yield  of  12  per  cent  sup- 

porting tbe  sector. With  the  stocks  of  export- 
ers suffering  from  the  high 

yen,  and  domestic  groups 

enduring  the  worst  recession, 
since  the  post-war  recovery, 

the  outlook  Is  grim.  ' . 
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CURRENCIES  &   MONEY 

i Flows  call  the  shots  in  thin  markets 
MARj^TSRBPQfrr 
By  Alan  Beattfe 
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Currencies  were  buffeted  by 
capital  flows  in  the  currency 
marirets  yesterday  as  liquid- 

ity continued  to  inmwiy 
a   painfully  slow  rate. 

Sterling  bad  a   superficially exerting  day,  rising  early  on 
by  more  than  a   cent  and  a 
half  against  the  dollar,  and 
by  a   penny  against  the  euro, before  losing  most  of  its 
gains  later  in  the  European 
session. 

But  despite  attempts  by 
some  to  link  tbat  movement 
to  a   weak  service  sector 
business  survey  released 
yesterday  in  the  UK,  most 
market  participants  said  It 
reflected  a   few  large  corpo- 

rate orders  going  through  a 
thin  market. 
The  only  fundamental 

news  of  the  week  which 
could  really  affect  sterling 
would  he  an  unexpected 
interest  rate  decision  today 
by  the  Bank  of  England,  ana- 

lysts said.  With  the  money 

markets  pricing  in  a   25  ks*A* 
Point  cut,  only  a   larger 
reduction,  or  a   no-change 
decision,  could  give  sterling 
a   shove,  they  added. 

Tuesday’s  big  mover,  the 
dollar-yen  rate,  reversed 
some  of  its  sharp  downward 
movement.  The  dollar 
two  attempts  to  break  up 
towards  the  Y113  level,  one 
at  the  end  of  the  Asian  trad- 

ing session  and  one  late  on 
in  London  hours. 

The  dollar  closed  in  Lon- 
don at  Y112.6,  higher  than 

the  previous  day’s  dose  of 
YI1L6  but  looking  vulnera- 

ble to  further  fairs 

■   There  was  a   sharp  drop  in 

the  euro  against  the  dollar 
after  the  end  of  London  trad- 

ing yesterday,  as  rumours 
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circulated  of  settlement 

problems  affecting  European 
central  banks. 

The  euro  dropped  over  a 

cent  against  the  dollar  in  a 
few  minutes  shortly  after  the 

end  of  the  London  session. 

Yesterday  was  the  first 

day  that  settlement  of  trades 
from  the  beginning  of  the 

week  took  place,  and  after 

the  problems  with  the  Tar- 
get settlement  system  earlier 

in  the  week,  the  markets 

were  alert  .to  the  possibility 

of  problems  in  the  clearing 

system. Earlier,  during  European 

dealing  hours,  the  euro  con- 
tinued to  have  a   quiet  and 

uneventful  start  as  far  as 

trading  rather  than  settle- 
ment was  concerned.  The 

currency  again  took  the  dol- 
lar’s lead  against  the  yen, 

rising  to  Y132J)  on  the  day. 
Against  the  dollar  it 

drifted  down  to  close  slightly 
lower  at  $L172. 

Analysts  said  it  was  still 
far  too  early  to  draw  any 
fundamental  implications. 
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from  the  behaviour  of  the 

new  currency. 
Steve  Barrow,  currency 

strategist  at  Bear  Stearns  in 
London,  said  that  volume  in 

the  foreign  exchange  mar- kets had  barely  picked  up 

from  the  beginning  of  the 

week.  “Many  traders  are 
continually  being  surprised 

by  how  much  prices  are 
moving  when  they  pnt  rela- 

tively small  deals  through, " 

he  said.  “Some  trades  at 
which  file  market  would  not 

normally  bat  an  eyelid  are 

now  having  quite  an  effect." The  thinness  in  some 

pairs,  especially  those 
involving  the  euro,  meant 
that  some  traders  might  go 

through  one  currency  to  get 

to  another,  he  Bald.  Someone 
with  a   sterling-euro  trade  to 

do  might  have  to  do  it  via 

sterling-doll ar  and  dollar- 
euro,  he  added. 

Mr  Barrow  said  that  as  the 
currency  beds  down,  some  of 
tH«  volatility  shniilrf  decline. 
The  expected  volatility  in 

the  euro  against  the  dollar 
in  the  near  future,  as 

implied  by  option  prices,  has 
fallen  since  the  beginning  of 

the  week. 
But  in  the  longer  term,  Mr 

Barrow  said  he  expected  the 
euro  to  fluctuate  more 

against  the  Hnllnr  thaw  did the  D-Mark. 

■   The  Australian  dollar  was 

the  pick  of  a   crop  of  second- tier  currencies  which,  have 

burst  out  of  the  traps  in  the 
new  year,  including  the 

Canadian  dollar,  Swedish 

krona  and  Norwegian  krone. 
Yesterday  the  Aussie  rose 

against  the  dollar,  ringing  in London  at  $06292,  up  from 

around  $0.61  at  the  begin- 
ning of  the  year. 

Traders  said  that  large  US 
banks  with  strong  links  to 

hedge  funds  were  believed  to 
have  bought  around  ASlbn 

yesterday,  driving  the  cur- 
rency higher.  Stories  also circulated  that  UBS  might 

make  a   bid  for  Macquarie 

Bank,  one  of  the  smaller 
Australian  financial  institu- 

tions. 
James  McKay,  global  mar- 

kets strategist  at  the  Com- 
monwealth Bank  of  Austra- 

lia in  London,  said  that  the 
rise  in  the  Aussie  could  be 
caused  by  the  unwinding  of 

a   large  short  position  in  the 
currency. 
“This  may  have  been 

encouraged  by  the  recent 
bounce  in  commodity 

prices,"  be  said. 
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J.P.  Morgan  is  pleased  to  announce  the  start  of  trading  in  the 

American  Depositary  Receipts  (ADRs)  of BPAmoco  p.l.c. 

BPAmoco  pA.c.  is  the  merger  of  The  British  Petroleum 

Company  p.l.c.  and  Amoco  Corporation - 

BPAmoco  p.l.c.  ADRs  now  trade  on  fheNeu'  York,  Pacific, 

Chicago ,   and  Toronto  stock  exchanges  under  the  symbol  BPA. 

Fbrmore  information  on  the  new  BP. Amoco  p.Lc.  .ADRs,  visit 

www.adr.com,  J.P.  Morgaris  central  source  for  timely  worldwide 

.ADR  market  intelligence  and  it  west  or  information. 

www.adr.com 
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TIN  FLAT  INDONESIAN  OUTPUT  EXPECTED 

PT  Timah 

may  smelt 
foreign  ore 
By  TJ.  Tan  In  Koala  Lumpur 

Expectations  that 

Indonesian,  tin  output  will  be 

Oat  this  year  are  prompting 

PT  Timah,  south-east  Asia’s 
biggest  tin  miner  and 

smelter,  to  consider  smelting 

foreign  ore.  The  state-owned 

company  currently  smelts 

only  Indonesian  ore. 

Timah 's  production  this 
year  is  expected  to  remain 
little  changed  from  last 

year's  41,000  tonnes.  Output 
has  fallen  from  the  1907  level 

of  Si  .000  tonnes  as  it  concen- 

trates on  mining  lower  grade 

ore  to  conserve  high-grade 
sites,  a   move  made  possible 

by  the  devaluation  of  the 

Indonesian  currency. 

The  price  of  tin  has  tripled 

in  rupiah  terms  to  Rp39,000 

($5)  a   kilogram  because  of 

the  weak  rupiah,  enabling 

Timah’s  net  profits  to  soar 
by  350  per  cent  year-on-year 
to  RplOObn  in  January  to 

September  1998.  Almost  all 

Indonesia’s  tin  is  exported. 
A   Timah  official,  who  says 

smelting  foreign  are  is  “a 

possibility”,  declined  to  say 
from  where  it  might  source 

supplies.  Malaysian  experts 

said  Timah  might  seek  sup- 
plies from  Australia,  it  owns 

part  of  the  13,000  tonne-a- 
year  Kobatin  smelter  con- 

trolled by  Australia's  Reni- 
son  Bell.  Kobatin.  located  in 

the  vital  Indonesian  mining 

area  of  Bangka  island,  pro- 
duces about  10.000  tonnes  or 

tin  a   year  from  local  me. 

Tim  ah's  smelting  plant  in 
Bangka  is  capable  of  dealing 

with  50,000  tonnes  of  metal  a 

year,  but  produces  about  80 

per  cent  of  that. 

Because  of  tight  supply, 

any  moves  by  Timah  to 

smelt  foreign  ore  would 

unsettle  Malaysia  Smelting 

Corporation  and  Thailand 

Smelting  and  Refining  Com- 
pany (Thaisarco),  the 
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region’s  other  smelter, 
although  Malaysian  experts 

said  Timah’s  lack  of  experi- 

ence in  smelting  on  commis- 
sion and  in  dealing  with 

“dirty"  foreign  ore  could  hin- 
der its  efforts.  Malaysia 

Smelting  and  Thaisarco  rely 

on  foreign  ore,  which  is 

mostly  low  to  medium  grade. 

Timah  has  been  smelting 

mostly  good  grade  material. 
Malaysia  Smelting,  with 

production  capacity  of  26,000 

tonnes  of  metal  a   year,  gets 

its  supplies  mainly  from 

Peru,  Australia  and  Portu- 

gal- It  also  smelts  all  of  Mal- 

aysia’s output,  which  is 
likely  to  increase  slightly  to 
6.000  tonnes  fids  year. 

The  company  is  smelting 

at  close  to  capacity  and 

relies  on  its  110-year  history 
to  secure  contracts. 

Supply  is  tight,  partly 
because  Russia  and  China 

have  not  been  sending  much 

to  the  region  for  smelting. 

Also,  Australian  output  has 
been  flat  at  about  10.000 

tonnes  a   year.  Thai  miners, 

attempting  to  increase  out- 
put from  1.000  tonnes  a   year, 

have  had  problems  getting 

funding  from  bankers. 

Thaisarco,  located  on  Thai- 

land's Phuket  Island,  Is  run- 

ning at  “near  to  capacity", 
says  an  official  at  Escoy 

group  in  Malaysia.  Escoy 

and  Amalgamated  Metal 

Corporation  of  the  UK  are 

the  new  owners  of  the  plant. 

The  refurbished  plant  is 

capable  of  producing  about 

15.000  tonnes  of  metal  a   year. 

Its  materials  come  mainly 

from  South  America.  Portu- 

gal and  Australia. 
The  number  of  smelters 

has  fallen  to  three  after 

Escoy  shut  its  100-year-old 
plant  on  the  Malaysian 

island  of  Penang  in  early 

1998  partly  on  environmental 

grounds  and  partly  because 
of  lack  of  labour. 
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Outlook  improves  for  Pakistan  wheat 
By  Fatten  Bafchatifat  Lahore 

The  outlook  for  Pakistan's wheat  crop  has  improved 
with  the  arrival  of  the  first 

widespread  rains  across  the 

Punjab  province  after  an 

unusually  long  two-month, 
dry  spell 

Winter  rains  are  important 

for  wheat,  failing  when  the 

water  level  in  dams  and  res- 
ervoirs is  low.  and  farmers 

depend  on  rains  to  Irrigate 
their  fields. 

Officials  with  the  provin- 
cial government  in  Lahore 

have  reported  rainfall  across 

much  of  the  province,  where 

almost  80  per  cent  of  the 

wheat  crop  is  grown. 

The  agriculture  ministry 

in  Islamabad  has  set  a   pro- 

duction target  of  19m  tonnes 
this  year  for  the  country,  up 

slightly  on  last  year’s  pro- 
duction of  18.7m  tonnes. 

The  size  of  this  year’s  crop 
has  added  significance  for 

Pakistan.  Faced  with  eco- 

nomic problems  after  the 
west  introduced  economic 

sanctions  because  of  its 

nuclear  tests,  the  country 

has  tried  to  narrow  its  inter- 
national trade  deficit  Part  of 

that  effort  has  gone  towards 

cutting  commodity  imports, 

especially  wheat,  to  save  pre- cious foreign  exchange. 

Although  exact  estimates 

are  still  unclear,  business- 
men and  nffipfais  say  Pakis- 
tan may  Import  between 

ljm  and  2m  tonnes  of  wheat 
in  the  next  12  months  to 

meet  domestic  demand. 

While  the  rainfall  Is  expec- 
ted to  irrigate  wheat  fields  at 

a   crucial  time,  same  experts 
say  part  of  the  crop  may 

already  have  been  damaged. 
“Some  damage  to  the  crop, 

especially  in  the  ‘barani’ 

[rain-fed]  areas  is 
 irrevers- 

ible," said  Ameer  Muham- 

mad. one  of  the  count
ry’s 

most  respected  agri
cultural 

scientists.  “But  in  can
al-irri- 

gated areas,  where  most  
of 

the  crop  is  grown,  th
e  rains 

would  Tnitig”**  the  effe
cts  of 

the  drought" 

Officials  said  only  10  per 

cent  of  the  crop  is  grown  in 
the  “barani"  areas,  which 
fnakps  their  impact  on  the 

national  output  insignifi- 

cant 

Mr  Muhammad,  however, 

said  that  although  it  was
 

still  too  early  to  assess
  the 

final  national  output,  even 

achieving  an  output  s
imilar 

to  last  year’s  “would  be  v
ery 

good".
 

Officials  say  the  crop 

needs  at  least  5mm  of 
 rain 

next  week,  and  bet
ween 

10mm  and  SOnun  in  the  nex
t 

few  months,  to  meet  n
eeds. 

In  spite  of  the  latest  r
elief, 

experts  say  Pakistan
's  wheat crop  suffers  from  a   range

  of 
structural  problems,  such 

 as 

delay  in  sowing,  ineffic
ient 

cultivation  methods  and
 

poor  compliance  with  re
com- 

mendations for  using  fertilis- 

ers. 

Ray  of  hope  for  Kenya  in  tea 
In  a   country  where  good  news  is  scarce  the  year’s  first  tea  saJes 
in  Mombasa  have  seen  encouraging  results,  says  Mark  Turner 
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the  year’s  first  tea  auc- 
tion at  Mombasa  is  any- 

thing to  go  by.  Kenya’s  tea sector  may  justifiably  feel 

rather  pleased  with  itself. 
Strong  demand  from 

Egypt,  Pakistan  and  the  UK 
pushed  prices  up  by  5   to  20 

US  cents  a   kilo  from  Decem- 
ber -   an  unexpected  boon 

following  a   year  when  pro- 

duction exceeded  all  expecta- 
tions, although  slightly 

below  similar  prices  at  the 

beginning  of  last  year. 

Heavy  rains  due  to.  the  El 

Nino  weather  pattern  helped 

Kenya's  estates  and  small- 
holders reap  290m  or  more 

tonnes  of  processed  tea  in 

1998.  well  above  predictions 

of  2S0m  to  285m  tonnes. 

Tea  brokers  say  the  rela- 
tively small  price  differential 

between  best  and  lower 

medium  grades  tea  last  week 
-   with  a   concertina  of  only 
about  30  cents  for  Pekoe 

Pannings  1   grade  tea  indicat- 

ing less  « discrimination 

among  buyers  -   points  to  a 
year  of  strong  demand 

ahead.  If  the  sharp  decline  in 

Kenyan  T-bill  rates  precipi- 

tates a   decline  in  the  shil- 

ling, as  some  analysts 

expect,  producers  can  expect 
even  higher  profits. 

1999  is  going  to  be  an 

excellent  year  for  Kenyan 

and  East  African  tea."  said 

Norman  Wilson  from  Africa 

Tea  Brokers  in  Mombasa. 

In  a   country  where  good 

news  is  scarce,  the  results 

provide  a   much  needed  ray 

of  hope  for  the  Kenyan  econ- 

omy. Over  the  past  five 

years,  the  country  has  sur- 
passed Sri  Lanka  as  the 

world's  premier  exporter, 
and  now  finds  itself  in  the 

enviable  position  of  largely 

determining  world  prices. 

That  is  why  analysts  are 

not  overly,  concerned  at  the 

prospect  this  year  of  a   three- 

month  drought,  from  Decem- 
ber to  early  March,  which  is 

likely  to  hit  production  but 

(assuming  Sri  Lanka  and 

other  competitors  do  not 

post  much  larger  results) 

raise  prices.  In  1997,  a   severe 
drought  led  to  a   production 
deficit  of  almost  15  per  cent, 

but  prices  rose  by  about  50 

per  cent,  more  than  offset- 

ting the  shortfall 
“If  the  rains  fan  in  March, 

the  crop  will  fall  away  fast. 
Then  we  will  have  another 

mini-boom,”  said  Mr  Wilson. 
Ironically,  the  good  news 

comes  when  the  Kenyan  tea 

sector  is  unsettled,  as  the 

country  liberalises  its  small- 
holder sector. 

For  a   long  time,  the  devel- 

opment. processing  and  mar- 
keting of  smallholder  tea, 

which  accounts  for  66  per 

cent  of  the  country's  produc- tion, was  dominated  by  the 

parastatal  Kenya  Tea  Devel- 

opment Authority  -   an 

opaque  organisation  influ- enced by  high-level  politics. 

Over  the  past  few  months, 

however,  smallholders  have 

been  granted  an  Increasing 

degree  of  control  over  their 

businesses,  and  are  begin- 

ning to  demand  these 

changes  be  put  into  practice. 
Notably,  they  are  calling 

for  more  say  in  the  running 

of  their  factories  -   which 

they  now  mostly  own  -   and are  beginning  to  explore  the 

possibility  of  faking  market- 

ing into  their  own  bands 

Oil  prices 
firm  on 

big  fall  in US  stocks 
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MMKETS  REPORT   

By  Robert  Cortina,  GitBan 
O'Connor  and  Paul  Sdman 

Rich  pickings:  Kenya  Is  now  the  worttfs  premier  tea  exporter 

6 lven  the  potential  for corruption  that  the 
KTDA  used  to  offer 

Kenya's  power-brokers,  the 

change  is,  on  the  surface, 
welcome  and  may  improve 
efficiency. 

However,  brokers  and  tea 

analysts  are  worried  that,  In 

practice,  people  who  are 
very  good  at  growing  tea 
will  find  marketing  an  alto- 

getter  different  prospect  If 
control  is  taken  away  from 

the  KTDA  -   which  pays 

fanners  70  per  cent  of  the 

sale  price  -   private  buyers 

may  begin  to  approach  farm- ers directly,  bypassing  the 

Mombasa  auction  altogether. 

Armed  with  a   sophisti- 

cated appreciation  of  world markets,  and  aided  by  a 

decline  of  prices  that  less 

competition  in  Mombasa 

could  precipitate,  unscrupu- lous dealers  might  pay  below 

the  real  value,  and  farmers 

could  be  short-changed. 

The  changes  have  also 

prompted  uncertainty  about 

KTDA  plans  to  build  another 
eight  factories,  to  help  create 

processing  capacity  of  300m 
tonnes  a   year  by  early  next 
rfrvrariq  Financiers  such  as 

the  CDC,  facing  an  unclear 

future,  are  waiting  before 

committing  themselves. 

Mufinge  Mukumbu.  a   Ken- 

yan agricultural  economist 
who  specialises  in  tea,  adds 

that  Kenya  faces  another  big 

challenge.  The  increase  in 
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production  has  coincided 
with  market  stagnation  or 

decline  in  Kenya’s  three 
main  purchasers,  the  UK, 

Egypt  anil  Pakistan,  which account  for  more  than  SO  per 

cent  of  exports. 
As  countries  such  as 

Uganda  and  South  Africa 
start  to  push  for  the  same 

markets.  Kenya  will  need  to 
diversify  its  export  base. “Since  the  1960s,  Kenya 

has  focused  on  increasing 

production."  said  Mr M»iTmgP,  a   task  at  which  the 

KTDA  was  successful.  “But we  should  cow  focus  our 
attention  on  marketing,  to 

Sudan,  Somalia,  the  Middle 
East  and  even  Russia,  which 

will  be  looking  for  new  sup- 

pliers as  India's  internal  con- 

sumption grows." 

JOTTER  PAD 

Oil  prices  firmed  yesterday 
on  news  of  a   hefty  fail  fa 

crude  stocks  in  the  US  fa  the 

week  to  January  l.  Brent 
Blend  for  February  delivery 

was  up  24  cents  to  $10.77  a 
barrel  in  late  trading  on  Lon- 

don's International  Petro- 

leum Exchange. 
For  months  the  markets 

have  been  seeking  evidence, 

that  surplus  world  crude 

stocks  are  beginning  to  fall,  1 

especially  in  the  US,  the 
world’s  biggest  oil  market 

American  Petroleum  Insti- 

tute figures  showed  stocks were  drawn  down  by  more 

than  14m  barrels  over  the 
week,  although  inventory 

levels  remain  high. 
It  was  the  turn  of  tin  to- 

touch  a   new  five-year  low  on 

the  London  Metal  Exchange, 
as  the  three-month  price, 

dropped  below  $5,000  a tonne.  Traders  said  funds, 

which  have  hitherto  concen- 

trated on  selling  down  met- 

als, finally  turned  their 

attention  to  tin. 
Analysts  who  base  their 

decisions  on  chart  move* meats  argue  that  the  price 

could  fall  to  $4,500  a   tonne-, 
before  it  finds  a   new  support 

level.  The  rise  in  stocks  over 

the  post  two  days  provided 
investors  who  concentrate 

on  fundamentals  with 
another  reason  for  gloom. 

The  price  picked  up  from  its 
$4,960  low  to  close  at  $5,025. 
On  the  bullion  market,  sil- 

ver closed  almost  5   per  cent 

higher  at  $5.15  an  ounce, 
after  hitting  the  $5.22  target 

set  by  technical  analysts. Platinum  closed  up  nearly  8 

per  cent  at  $360  an  ounce. March  cocoa  futures 

closed  £4  higher  at  £911  a 

tonne  on  the  London  Inter- 
national Financial  Futures 

and  Options  Exchange. 
March  robusta  coffee  fell 

after  a   bout  of  selling  to  end 

down  $75  at  $1,747  a   tonne. 
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l   Type  of  arrest  that  could  be 
fatal  for  one  not  on  the 
beat  f7) 

5   Insects  appear  fa  place that’s  hollow  i7) 

9   Shelf  contain?  financial record,  mostly  (5) 

10  Type  of  painting  featuring small  car  by  a   river  (91 

11  Kg  shots  retain  youth  after firm  praises  (9) 

12  It's  responsible  for  inflation in  the  bread  making  busi- 

ness (5) 

13  Share-out  pudding  (5) IS  Stars  with  city  lawyer  (9) 

18  Pleasure-seekers  are  dis- honest, sadly  (9) 19  Sells  whips  (5) 

21  We  count  on  them  to  be 

asleep  (5) 

23  Carry  weapon  around 
that’s  bloody,  perhaps  (5.4) 

25  Dancing  porn  model  is  a 

sweety  (5 A) 

26  Damp  duck  in  fog  (5) 

27  Spare  book  (7) 
28  Last  Sunday  many  joints 

were  unusually  sore  at 
beginning  of  day  (7) 

DOWN 
1   We  hear  they  trade  stocks 

of  wine  (7) 

2   Mocked  one  clear  about being  overdrawn  (9) 
3   "p®rfect"  "   thought labour’s  leader  (5) 

4   Do  cinemas  broadcast  the 
fikes  ol  Morecambe  and 

Wise?  (9) 

5   Girl  finally  stops  making advances  (5) 

6   Potty  19  endlessly  over- 
turned for  a   childish  game 

(5.4) 

7   Girl  with  sex  appeal 

upfront  is  something  to 

make  you  hot  and  sweaty 

15) 

8   Images  found  in  mottled 

carpets?  ^7) 

14  Cricketer,  perhaps,  can  ini-  _ 

tially  be  a   benefit  to  cooks.’ 

(3.6) 

16  Paint’s  something  that 

'   might  kill  a   dog  (9) 

17  I'm  one  involved  with  cost 

(9) 

18  Swindler  hurtles  out  of  con- 

trol (7) 

20  Given  a   number  (7) 

22  In  (.IS,  heads  of  entertain-,, 
ment  make  manv  young 
stars  happy  with  these  (5) 23  Drive  Golf  fa  stable  (5) 

24  Graduate  leaves  pudding for  a   dance  (5) 
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LONDON  STOCK  EXCHANGE 

Bid  fever  drives  Footsie  to  brink  of  new  high FISE  Aft-share  into 

Eqofr  stares  fittitt TireawnwiMcMM 

MARKET  REPORT 

hy  Steve  Thompson, 

IK  Stock  Market  Editor 

The  current  takeover 
excitement  in  the  telecoms 

arena,  triggered  by  Voda- 

fone's intervention  in  the  bid 
tussle  for  AirTouch  of  the 

US.  was  the  catalyst  for 

another  powerful  showing 

bv  London's  equity  market 
yesterday. 

The  buying  frenzy  in  tele- 
coms spilled  over  into  otter 

sectors,  but  was  especially 

evident  In  banks  and  insur- 
ance stocks, 

Corey  Miller,  UK  equities 

Oil  price 
forecasts 
revised 
COMPANIKREPOOT 

By  Peter  John,  Joel  IQbazo 
aid  Martin  Brice 

Hopes  for  the  beleaguered  oil 
industry  camp  under  attack 
as  analysts  prepared  to 
ratchet  down  their  forecasts 

for  underlying  oil  prices. 
Commerzbank,  the  First 

broker  to  come  out  with  a 

revised  1999  forecast,  cut  its 

current  year  estimate  by  $3 
to  $11  a   barrel.  That  is  well 

below  the  consensus  esti- 
mate ef  $14  a   barrel,  but 

many  brokers  are  quietly 

moving  their  numbers  down 
to  around  $12  a   barrel. 
Those  reduced  forecasts 

will  hit  the  exploration  and 

production  companies  partic- 
ularly hard. 

Commerzbank  analyst  Jer- 
emy Glden  reiterated  his 

‘'sell"  stance  on  the  sub- 
sector and  highlighted 

Lasmo  as  being  vulnerable 
among  the  UK  explorers. 

“In  an  $11  world  the  E&Ps 

don't  have  a   viable  busi- 
nesses and  with  these  kind 

of  oil  prices  Lasmo  is  close 

to  being  extinguished.”  be 
said.  Lasmo  was  the  worst 

performer  in  the  FTSE  250 
index  as  the  shares  fell  8   to 
92p. 

Commerzbank  has  down- 

graded BP  and  Shell  Trans- 

port from  "hold"  to  "sell". 
BP.  which  is  still  benefiting 

strategist  at  Paribas  and  one 

of  the  market’s  most  bullish 

observers,  said;  “There  is 
more  upside  to  come;  the 

global  economy  is  not  mov- 

ing into  recession,  it  is  slow- 
ing but  not  dramatically. 

The  bull  points  for  London 
are  the  favourable  inflation 

outlook  and  declining  inter- 
est rates,  which  will  be  down 

to  5   per  cent  by  the  year 

end.” 

At  the  height  of  the  mar- 

ket's buying  spree  the  FTSE 
100,  London’s  benchmark 

index,  looked  like  challeng- 
ing its  all-time  dosing  high 

of  6,179 J).  But  it  faltered 

when,  the  index  was  only  a 

from  the  re-weighting 

prompted  by  the  Amoco 
merger,  rose  13  to  923p,  but 
Shell  fell  7   to  356%p. 

Consolidation  hopes  con- 
tinned  to  boost  telecom 

issues  helping  to  drive  the 
market  sharply  ahead. 
Orange  rose  to  a   new 

peak,  the  shares  closing  80*4 
or  10.53  per  cent  up  at 
908Vap,  while  Colt  Telecom 
advanced  87%  to  £11.24%.  BT 

surged  above  the  £10  mark, 

the  shares  finishing  the  ses- 
sion 23  up  at  £10.11%  and 

Cable  &   Wireless  improved 
89  to  843p. 

Turnover  in  cable  televi- 
sion and  telecoms  group 

Telewest  Communications 

point  short  of  registering  a 

200-point  gain. 
At  the  close,  the  Footsie 

had  chalked  up  a   190.6 

advance  to  6.14&&  only  30.2 

away  from  Us  previous  dos- 
ing peak.  That  represented 

the  third  biggest  points  rise 
ever  in  a   single  session, 

although  it  was  well  down 
the  list  of  percentage  gains. 

The  Footsie’s  record  intra- 
day high  is  6483.7. 

Dealers  said  the  momen- 
tum behind  the  surge  came 

from  Wall  Street  overnight, 

where  the  Dow  Jones  Indus- 
trial Average  raced  up  to 

Within  around  70  points  of 

its  record  high  in  response 

soared  to  261m.  making  it  by 

far  the  most  actively  traded 

stock  of  the  day,  after  Dresd- 
ner  Heinwort  Benson  exe- 

cuted a   bought  deal  and  pla- 

cing in  the  stock. 
Last  month  there  were  two 

large  agency  crosses  in 
Tele  west  which  totalled  93m 
shares  or  around  4J  per  cent 

of  the  company’s  issued  capi- tal. They  were  executed  at 

150p  a   share  by  stockbroker 
Cazenove.  Vivendi,  formerly 
known  as  Generate  des 
Eaux.  was  thought  to  have 
been  the  seller.  Yesterday, 
Telewest  shares  closed 
unchanged  at  205p. 

Arbitrage  trading  was  said 
to  be  behind  the  decline  in 

to  the  news  about  AirTouch. 

London's  strength  intensi- 
fied during  the  afternoon  as 

the  Dow  was  catapulted  to  a 

record  intraday  Ugb/clam- 
bering  through  the  9,400 

level  in  the  process. 

Wall  Street's  momentum 

carried  through  into'  Asian markets  early  yesterday, 

driving  Hong  Kong  and 

Tokyo  sharply  higher  and 

providing  European. markets 

with  the  perfect  take-off, Confirmation  of  recent 

rumours  of  a   possible 

merger  or  alliance  involving 

LucasVarlty  added  to-  the feelgood  actor  running  right 

through  the  stock  market 

Sentiment  was  addition- 
ally lifted  by  continuing 

optimism  over  the  direction of  domestic  interest  rates. 

Although  there  are  doubts 
over  whether  the  Bank  of 

England’s  monetary  policy 

committee  will  sanction 

another  reduction  In  UK 

rates  at  noon  today  on  com- 

pletion of  its  regular  two-day 
meeting,  many  expect  rates 
to  come  down  to  5   per  cent 

by  the  end  of  the  year.  Tbe 

last  three  mpe  meetings 
have  been  fallowed  by  rate 

cuts  totalling  125  basis 

points. More  evidence  of  the 

strength  of  the  market’s 

test  and  worst  perfonnh^FTSE  rectors  ‘,.7-^  -•  -.•Vi 
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ammiMny  .   •' Vodafone  Group,  which  this 

week  joined  the  race  for  US 

group  AhTouch  hy  propos- 
ing a   $55bn  merger.  The 

shares  declined  21H  to  £10.89 

in  a   busy  session  that 
brought  turnover  of  43m. 
AirTouch  had  already 

entered  merger  talks  with 

US  group  Bell  Atlantic. 
British  Aerospace  badly 

underperformed  the  market 
as  it  tell  a   penny  to  51Bp 

after  a   report  in  the  French 

press  that  Daimler-Benz 
Aerospace  chairman  Jurgen 
Schrempp  had  said  merger 
of  the  two  companies  would 

be  delayed  for  several 
months  as  some  issues 

remained  outstanding.  How- 
ever, the  stock  remains  well 

above  its  52-week  low  of 

300p,  buoyed  by  optimism 
that  it  will  be  involved  in 
the  consolidation  of  the 

European  defence  industry. 
There  was  gloomy  news 

from  British  Airways  on 

prospects  for  all-important 

premium  traffic  It  said  high- 
value  traffic  fell  3.6  per  cent 

although  its  non-premium 
traffic  grew  1ZS  per  cent.  It 
also  said  forward  bookings 

pointed  to  “a  continuing 
softness,  particularly  In  pre- 

mium traffic”.  This  was  put- 

ts».-  Jan.1® 

ting  pressure  on  yields,  the 
company  said. 

Although  the  shares 
advanced,  their  rise  of  2-9 
per  cent  underperformed  the 
FTSE  100's  gain  of  32  per 
cent  The  stock  closed  ap 

11%  at  4U%p,  wen  below 
their  52-week  high  of  72lp 
achieved  before  tears  of  a 

general  economic  slowdown 
took  their  toll  over  the 

summer. 

Glaxo  rises 
Pharmaceuticals  stocks 

attracted  more  attention  as 
one  US  broker  raised  its 

price  target  for  Glaxo  Wen- coma  The  stock  is  already 

regarded  as  the  most  expen- 

sive pharmaceutical  com- 
pany in  the  world  by  one 

analyst  hut  Morgan  Stanley 

yesterday  said  the  shares 
should  be  bought  up  to  £23 

compared  to  its  previous  tar- 
get of  £21.50.  Glaxo  rose  48  to 

P99  01 

Zeneca,  seen  by  some  as  a 

Glaxo  target  even  though  it 
is  in  talk*  with  Astra  of  Swe- 

den, lifted  40  to  £2844.  And SmfthKiiiM*  Beecham  added 

12%  at  899ttp. 

'Financial  stocks,  which 

are  the  biggest  component  of 
the  Footsie,  rose  sharply, 

reflecting  their  gearing  to  a 

rising  market  their  propor- 
tion of  the  market  and  their 

exposure  to  Hong  Kong. 
The  Asian  factor  helped 

Standard  Chartered  hit  the 

top  of  the  Footsie  with  a   rise 
of  94  to  784p  and  led  to  HSBC 

lifting  127  to  £17.19. 
Elsewhere,  Abbey 

advance  came  from  the  per
- 

formances of  the  secoa^and 
third-imp  indices.  The  FTSE 

250  Jumped  7A2  or  1-5  pe
r 

cent  to  4,944.4.  That  index remains,  however,  a   long 

way  from  its  previous  record 
close  of  5,966.6.  The  FTSE 

SmallCap  leapt  20 3   or  1   per 
cent  to  2,110-3. 

A   big  bought  deal  i
n 

Telewest,  the  cable  com- 

pany, executed  by  Dresdner Kletnwort  Benson,  boosted 

market  turnover,  which 

reached  lJSbn  shares.  DKB 

bought  253m  Tele  west  shares 

from  Cox  Communications 

and  quickly  placed  them  in 
tbe  market 

National  gained  90  to  £13.58, 
Bank  of  Scotland  45  to 

T37Vip  and  Lloyds  TSB  34V4 
to  910Kp. 

Selected  insurers  were  also 

helped  by  an  upgrade  from 
t   jhman  Brothers.  The  bro- 

ker raised  Its  recommenda- 

tions on  Royal  &   Sun  Alli- 

ance, which  rose  31  ’<4  to 548%p;  on  CGU.  which 
gained  5014  to  979%p;  and  on 
Sun  l   ife  &   Provincial,  which flatted  27  to  528V4p. 

An  upbeat  trading  state- 
ment from  fashion  retailer 

Next  helped  the  shares  move 

sharply  ahead  on  a   strong 

day  In  the  market  The  stock 

Jumped  48*  to  562’/, p.  after better-than-expected  sales 

figures  for  the  Christmas 
trading  period. 
The  company  said  total 

sales  in  the  21  weeks  to 
Christmas  were  10  per  cent 
higher  than  the  year  before, 

with  a   13J5  per  cent  increase 
in  sales  from  its  stores 

partly  offset  by  a   24  per  cent 
decline  in  its  Next  Directory 

catalogue  service. 
However,  it  was  ter  from 

good  news  for  ah  sector  con- stituents, and  electrical 

goods  retailer  Dixons  fell 

4CV»  to  797V4p«  the  worst  per- 
former in  the  FTSE  100,  after 

a   couple  of  brokers  urged  cli- ents to  reduce  holdings. 

Dresdner  Kleinwort  Ben- 
son believes  the  recent 

excitement  over  the  group’s 
new  internet  connection  ser- 

vice has  been  overdone. 

Deutsche  Morgan  Grenfell 
was  also  said  to  be  negative 
on  both  Dixons,  which 

reports  interim  figures  next 
week,  and  Kingfisher  up  20V4 to  684 %p- 

Small  oil  services  group 

Abbot,  which  on  Tuesday 

said  It  was  In  talks  with  Nor- 
wegian oil  services  company 

ProSafe,  lost  ah  but  a   penny 

of  the  advance  it  achieved 
after  the  announcement. 

Traders  suggested  the  terms 

of  the  deal  presented  an  arbi- 
trage opportunity  that 

involved  selling  Abbot, 
which  lost  1214  to  l80p.  and 

buying  ProSate. 
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STOCK 

January  rally  takes  bourses  towards  highs 
EMERGING  MARKET

  FOCUS 

WORLD  OVERVIEW 

The  new  year  rally  in  world 
stock  markets  roared  ahead 

again  yesterday,  with  the  US 
stock  market  leaping  into 

record  territory  in  early 

trading  and  European  mar- 
kets starting  to  approach 

their  all-time  highs,  writes 

Philip  Coggtm , 
The  Dow  Jones  industrial 

Average  jumped  150  points 

in  morning  trading  to  pass 
the  9,400  level  for  the  first 

Ume,  while  Frankfurt  and 

Paris  gained  3.4  per  cent  and 
2.2  per  cent  respectively.  The 
latter  finished  within  ZOO 

points  of  its  dosing  record. 

Asia  also  joined  in,  with 

Hong  Kong  up  33  per  cent, 
Singapore  5.7  per  cent  and 
Thailand  6.4  per  cent. 

January  rallies  are  tradi- 
tional in  equity  markets  and 

this  time  round  investors 

were  given  a   burst  of  encour- 

agement by  a   wave  of  take- 
over talk  in  US  and  Euro- 
pean markets. 

Rumours  of  deals  in  the 

auto  sector,  prevalent  on 

Tuesday,  continued  to 
abound,  and  good  news  on 

car  sales  gave  the  sector 
another  excuse  to  motor 

ahead. Meanwhile  the  telecoms 

sector  kept  up  its  recent 

strength,  after  Vodafone’s 
proposed  $55bn  offer  for  Air- 
Touch  of  the  US,  which  was 
announced  on  Tuesday. 

Another  strong  sector  was 

financials,  which  should 
benefit  from  lower  global 

interest  rates  and  which  also 

have  a   geared  relationship  to 
the  stock  market 

There  were  signs  that 
institutional  investors  were 

reducing  their  cash  levels 
built  up  during  the  autumn 
turmoil  and  putting  the 

money  into  the  blue-chip 
stocks  that  they  expect  to 

perform  well  in  1999.  Euro- 
pean stocks  are  receiving 

particular  attention  because 

of  the  launch  of  the  euro. 

Although  corporate  earn- 
ings and  economic  growth 

may  come  under  pressure 

this  year  -   and  remain  fee 

main  concern  of  the  bears  - 
low  hand  yields  and  foiling 
short  term  rates  mean  that 

many  investors  see  little 

alternative  to  the  stock  mar- 
ket. especially  if  the  recent 

frenzy  of  takeover  activity continues. 

James  Montler.  global 
strategist  at  BT  Alex  Brown, 
who  remained  cautious 
throughout  1998,  has 

changed  his  view.  “For  the first  time  since  October  1997. 

equities  are  our  preferred 

asset  class  on  a   strategic 

[12-18  month]  time  horizon. 
“This  new  found  confi- 

dence in  equities  is  based  on 

the  old  adage  'Don't  fight  the Fed’.  The  US  authorities 

have  shown  themselves  will- 

ing to  act  in  the  face  of adversity  -   if  necessary  they 

will  do  so  again.  Our  central mm  is  for  slightly  slower 

growth  and  slightly  higher 

inflation  in  the  US  this  year tfryn  last  and  this  backdrop 

should  be  reasonable  for 

equities,”  Mr  Montler  added. 

Sickly  Russia’ bitter 

Active  trade  Paris  shows  taste  for  LVMH 
sends  Dow  to 
record  levels 

EUROPE 

AMERICAS 

US  shares  surged  in  active 
morning  trade,  sending  the 
Dow  Janes  Industrial  Aver- 

age to  record  levels  by  mid- 
day, writes  John  Labate. 

With  the  earnings  report- 
ing season  two  weeks  away, 

investors  bid  up  high-tech 
and  blue-chip  shares, 
prompting  the  broadest  rally 

of  the  week,  while  small- 
company  shares  trailed  the 
rest  of  the  market,  although 
they  were  closing  the  gap. 
The  Dow  Jones  Industrial 

Average  was  151.39  higher 
by  early  afternoon,  a   gain  of 
1.6  per  cent,  at  9,462.58.  The 

Standard  &   Poor's  500  index 
rose  20.53  to  1.265.31.  The 

strongest  run  was  in  the 

high-tech  sector,  as  merger 
negotiations  involving  Air- 
Touch  and  analyst  upgrades 
for  semiconductor  shares, 

helped  to  send  the  Nasdaq 
composite  58.32  or  2.6  per 
cent  higher  at  230939. 
A   series  of  raised  ratings 

by  analysts  at  BT  Alex 
Brown  for  semiconductor 

equipment  makers  helped 

spark  yesterday’s  bullish 
streak.  Novellus  Systems 
rose  $7  or  more  than  n   per 

cent  to  S65ft  after  the  stock 

was  raised  to  “strong  buy” 
from  “market  perform”. 
Other  computer-related 

sectors  were  higher  as  well, 

with  Cisco  Systems,  the  net- 

working leader,  up  $4',i  at 
$101^.  But  shares  of  Apple 
Computer  slid  $l|ft  to  $41% 
one  day  after  the  company 
announced  new  computer 
lines  and  said  it  would  have 

a   profitable  quarter.  The 
company  was  downgraded 
by  CIBC  Oppenheimer  to 

"underperform’’  from  “hold”. 
Retail  stocks  were  strong, 

including,  in  the  specialty 

retail  sector,  Best  Buy.  It 

gained  $4fl  to  $70g  after 
reporting  a   10.5  per  cent  rise 
in  same-store  sales  for 
December. 

Financial  services  com- 

pany Citigroup  led  the  Dow 
higher  with  a   rise  of  5   per 
cent  to  $53  {3.  But  shares  of 
Walt  Disney  fell  $ft  to  $2913 

after  Salomon  Smith  Barney 

trimmed  its  estimate  of  first- 
quarter  earnings. 
Tenneco,  the  US  motor 

parts  company,  fell  $'.i  to 
$35 ji  after  the  company 
issued  a   profits  warning  for 
its  fourth  quarter. 

Steel  company  USX  gained 

9   per  cent  to  $26%  after  Mer- 
rill Lynch  raised  its  rating  to 

“buy”  from  “accumulate”. 
Merrill  also  raised  LTV  to 

“near-term,  buy”,  helping  to 
send  shares  up  $1%  or  21  per 
cent  to  $79- 

TORONTO  pushed  ahead 

strongly,  although  volumes 
were  light  and  momentum 
was  said  to  be  approaching  a 

ceiling.  The  300  composite 
index  was  up  138.79  at 
6,79929  at  noon. 

Telecoms  again  provided 
some  of  the  sharpest  gains 
as  the  sector  continued  to 
find  favour  on  a   global  basis. 

Northern  Telecom,  boosted 

by  talk  of  a   big  contract, 

jumped  C$2.50  at  C$88.50. 
BCE,  which  has  a   stake  in 
Northern  Telecom,  advanced 
C$2.50  to  C$63.50. 

Banks  were  also  sent 

higher.  Royal  Bank  gained 
C$1.70  to  C$79.70  and  Bank 
of  Montreal  rose  C$1.50  to 

C$65.50.  Canadian  Imperial 

improved  80  cents  to  C$39.55. 
Barrick  added  35  cents  to 

C$2996.  Teck  Corp  gained  55 
cents  or  almost  5   per  cent  to 

C$12.10.  There  was  an  85 

cents  gain  to  C$43.50  for 
Alcan  Aluminium. 

Briefly  breaking  above  4,300 
for  the  first  time  since  July, 

PARIS  ended  an  active  ses- 
sion for  the  CAC-40  index 

with  a   gain  of 94.04  or  32  per 
cent  at  429492. 

Banks  blazed  away  for  the 

third  day  running  as  t^Tif  of 
sector  consolidation  hard- 

ened. Sodete  GOnOrale  rose 
€12  to  €109  and  Paribas  €2.70 

to  €86.95.  BNP  gained  €630 
or  8.7  per  cent  to  €81.45, 
although  in  its  case  trading 
volumes  were  far  from 
heavy. 

News  that  it  had  lifted  its 

stake  in  Gucci  to  5   per  cent 
sparked  a   ware  of  talk  that 
LVMH  was  set  to  mount  a 

full-scale  takeover  for  the 

luxury  goads  label.  LVMH 
jumped  to  €205.70  in  early 
trading,  but  eventually 

closed  up  €13  at  €200. 
Listed  in  Amsterdam,  the 

Italian-based  Gucci  shot  up 
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The  FTSE  Eurotop  300  index 
rose  30.11  or  245  per  cent  to 
1,261.32.  See  Euro  Prices  page. 

Sao  Paulo  gains  amid 
hopes  for  fiscal  reform 
SAO  PAULO  continued  to 

gain  ground,  boosted  by  the 
early  record  run  on  Wall 

Street  and  the  improving 
political  climate  at  home 
where  hopes  of  fiscal  reform 
remained  high. 

Blue  chips  led  the  upturn. 

Banespa  rose  5   per  cent  to 
R$53  after  a   central  bank 

director  said  the  the  govern- 
ment would  attempt  to  fully 

privatise  the  bank  by  tbe 
end  of  April. 

At  midsession,  the  Bov- 
espa  index  was  up  135  at 
7.245,  a   gain  of  1.9  per  cent. 

MEXICO  CITY  reversed 

initial  gains  as  talk  of  a   tight 
budget  and  tax  reforms 
sparked  widespread  selling. 

"It  looks  as  if  the  budget  is 
going  to  be  broadly  negative 

for  company  profits,”  said one  broker. 

Leading  retailer  Cifra,  part 
of  the  US  Wal-Mart  group, 
fell  30  centavos  to  10.50 
pesos,  while  beverage  group 
Fomsa  lost  90  centavos  at 

24.75  pesos. 
At  midsession,  the  IPC 

index  was  ofT  31.51  at 

3,728.36. 

more  than  21  per  cent  at  one 
stage  before  closing  with  a 

gain  of  19.3  per  cent,  up 
€835  at  €55.40. 

Alcatel  was  also  the  sub- 
ject of  takeover  talk  after  a 

big  US  buyer  was  said  to 
have  entered  the  market 

The  stock,  long  rumoured  to 
be  at  the  centre  of  defence 

industry  restructuring, 

jumped  €8.90  to  €12330  after 
a   session  high  of  €12530. 

Total  ended  a   busy  session 
€1.40  better  at  €91  after  a 

morning  meeting  with 
French  analysts  at  which 

Thierry  Desmarest,  the  oil 

giant's  chairman,  provided 
broad  reassurance  about 
1998  earnings. 
FRANKFURT  extended  its 

strong  new  year  rally  into  a 
third  session  and  the  market 

closed  at  its  highest  level 
since  August  20  last  year: 
The  Xetra  Dax  index  put 

on  179.49  or  3.4  per  cent  to 

5,442.90  for  a   three-session 
rise  of  8.7  per  cent. 
The  motor  sector  remained 

in  the  spotlight,  with  inves- 
tors apparently  reluctant  to 

accept  denials  of  recent 

merger  speculation  at  face 
value.  BMW,  which  has 

denied  link-up  talks  with 
Ford,  climbed  another  €41  to 
€740.  DaimlerChrysler  was 

€5.73  higher  at  €9231  even 
though  the  transatlantic 
giant  insisted  that  talks 
involving  Nissan  Diesel 

truck  operations  had  not 
moved  into  areas  of  wider 
co-operation. 

Volkswagen  put  on  €2.76 

to  €78.76. Most  of  the  big  banks  also 

bad  a   good  day.  Dresdner 
rose  €132  to  €38.52,  Com- 

merzbank was  €134  higher 
at  €2834  and  Deutsche  Bank 

put  on  €2.62  at  €5631. 
Telecoms  remained  in 

focus.  Deutsche  Telekom, 

still  digesting  Monday’s  153 
per  cent  surge,  put  on  €133 
to  €39.65.  Mannesmann  was 

€2,20  higher  at  €11830  as 

tie-up  rumours  continued  in 

spite  of  the  German  group's 
denial  of  an  interest  in  Air- 
Touch  of  the  US. 

SAP  recovered  from  the 

previous  day's  15  per  cent 

plunge,  which  had  been  pro- 
voked by  disappointment 

over  1998  profits.  The  shares 

picked  up  €13  to  €341. 
J.P.  Morgan,  which  cut  Its 

earnings  forecasts  for  the 

software  group,  said  it  was 

maintaining  its  “buy” recommendation  on  tbe 

share,  because  of  SAP’s  posi- 
tive long-term  fundamentals. 

AMSTERDAM  powered 
ahead,  rising  17 J5  or  3   per 
cent  to  583.66  on  the  AEX 

index,  with  an  8.4  per  cent 
advance  at  electronics  giant 

Philips  supplying  much  of 

fee  day’s  gain. 
Philips,  boosted  by  Wall 

Street's  record  run  in  early 
trading,  advanced  €4.95  to 
€64.25.  The  gains  were 

equally  dramatic  elsewhere 
among  techs.  Baan  jumped 
90  cents  to  €10.40,  while 
ASM  Lithography,  which 

touched  the  equivalent  of 

€46.06  last  March,  rose  €7.60 

or  26.7  per  cent  to  €36.10. 
Hoogovens,  another  leader to  be  given  a   pasting  by 

investors  last  year,  rose 

€230  or  113  per  cent  to  €27. Hgaiwrf.  an  equivalent  March 

peak  of  €5042. 
Royal  Dutch  was  a   rare 

weak  feature  in  spite  of  a 

slightly  better  day  for  inter- national oil  prices.  The 
Shares  shed  €130  at  €40.40. 

ZURICH  maintained  its 

upward  momentum,  driven 

higher  by  a   persistent  influx 

of  liquidity  and  derivatives- 
related  buying,  and  the  SMI 
index  rose  123  or  1.6  percent 
to  dose  at  7,6683 

Shares  incorporated  in  the 
Stoxx  50  index  of  leading 

European  shares  were  once 

again  in  the  spotlight.  ‘ 
Pharmaceutical  .   group 

Roche  brake  out  of  its  recent tertmirai  range  and  the  cer- 

tificates finished  SFr320 

higher  at  SFriTSlQ-  Novartis rose  SFr26  to  SFi2,88L 

Food  and  beverage  group 
Nestle  gained  SFr51  to 

SFr3.107,  while  telecoms 

group  Swisscom  recovered 
from  recent  profit-taking  to 

dose  SFz9  higher  at  SFr562. 
Among  industrials. 

Holder  bank  profited  from 
options-related  buying,  ris- 

ing SFr96  or  53  per  - cent  to 
SFrl,735.  Georg  Fischer 
ended  SFrSO  higher  at  SFrSOO 
and  Oarlikon-Buehrle  rose 
SFrlS  to  SFrl75. 

OSLO  surged  2.7  per  cent 
in  heavy  trade,  helped  by  a 

takeover  bid  for  Finans- 

banken  by  Insurer  s   tore- 
brand  and  rumours  of  a 
takeover  offer  for  Norwegian 

Cruise  Tine. 

The  total  index  climbed 
26.08  to  1,01137,  the  first 
close  above  1,000  points 
gmfg  November  4. 

Finansbanken  surged 

NKr8.50  to  NKr8S30  after 

Storebrand  said  it  planned  to 
bid  NKr40  per  share  for  the 
Oslo-based  bank,  valuing  it 

at  NKrLBbn. 
Storebrand.  which  plans  to 

issue  shares  to  fund  the 

takeover,  ended  NKr0-50 weaker  at  NKriS. 

NCL  also  surged,  gaining 

NEr4.70  to  NKrffl,  on  specu- 

lation that  It  might  be  a 
takeover  target,  although 

managing  director  Geir 
Aune  declined  to  comment 

Written  and  edited  by  Michael 

Morgan,  Jeffrey  Brown,  Paul 
Regan  and  Mark  HerfBiy 

Long  before  free
zing 

temperatures  grippe
d  the 

Russian  capital  this  wi
nter, 

the  country's  youthful 
 stock 

market  had  been  suffer
ing 

from  the  most  severe  
bout  of 

ill-bealfe  Since  its  format
ion 

in  1993. From  being  the  top  p
er- 

former around  the  world  in 

1997,  it  plummeted  to 
 an 

ignominious  last  position  in 

1998,  driving  away  investo
rs with  an  urgency  that  is 

unlikely  to  be  reversed  in 

tbe  next  few  months. 

The  financial  crisis  last 

August  -   when  the  Russian 

government  simultaneously 
devalued  the  rouble  and 

defaulted  on  its  debt  -   did 
little  more  than  deliver  a final  bruising  blow  to  a   near- 

inanimate  corpse- “There  was  a   combination 

of  global  and  Russian  factors at  work,"  said  Margot 

Jacobs,  a   senior  analyst  with 
United  Financial  Group  in 

Moscow.  She  highlighted  the 
shock  of  tbe  Asian  market 

crash  in  the  final  quarter  of 

1997,  which  led  to  Wftrney 

being  withdrawn  from 
emerging  markets  around 

the  world.  The  decline  in 

commodity  prices  -   notably 

for  the  oil  cm  which  the  Rus- sian economy  is  strongly 

dependent  -   added  pressure. 

Then  President  Boris  Yelt- sin unexpectedly  sacked  his 

prime  minister,  Viktor  Cher- 
nomyrdin, in  March  1998. “Each  time  an  Asian  wave 

subsided,  a   Russian-specific 
one  came  along  and  pre- 

vented people  from  putting 

money  back  into  the  coun- try” says  Ms  Jacobs.  Suspi- 
cion over  tbe  health  of  the 

economy  and  the  lack  of 
good  corporate  governance 
within  Russian  companies did  not  help. 

The  subsequent  manage- ment of  the  economy  has 

offered  little  prospect  for. 

optimism.  Sergei  Kirienko 
was  himself  sacked  as  prime 

minister  after  the  August 
crisis,  but  his  replacement, 

Yevgeny  Primakov,  has 
came  under  criticism  for 

simply  postponing  any  tough 

decisions  in  his  efforts  to 

build  a   cross-party  consen- 

sus. 

The  result  is  a   1999  budget 

with  few  expenditure  cuts, unrealistic  assumptions  of 

economic  growth  and  tax 
collection,  and  an  exchange 
rate  for  the  coming  year  of 

just  over  RbsZi  to  the  dollar. 
In  reality,  most  economists 

anticipate  a   considerable  fur- 

ther slide  in  tire  rouble,'  a sharp  jump  in  inflation  ami a   decline  of  5   per  cent  in 

gross  domestic  product  dur- 

ing the  year. 

If  investors  have  turned 
their  backs  on  aR  emerging 

markets,  they  have  stronger 
reasons  for  avoiding  Russia. 

And  the  collapse  of  the 
domestic  banking  system 

has  dried  up  the  principle 

alternative  forms  of  financ- 

ing available  to  the  coun- try's companies. 
Peter  Boone  at  Brunswick 

Warburg  in  Moscow  suggests 
two  scenarios  for  1999.  If  the 

government  muddles 
through  with  its  budget;  be 

argues,  tbe  stock  market 

may  rally  in  the  build-up  to 

a   new  package  of  aid  bro- kered by  the  International 
Monetary  Fund.  If  not,  the 
market  is  likely  to  stagnate. 

So  far,  only  the  bolder 

individuals  and  hedge  funds 
have  come  back  since 

August  into  a   market  char- acterised by  low  volumes 

and  high  volatility.  ' 
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Andrew  Jack 

Firm  rand  boosts  all  share 

SOUTH  AFRICA 

A   firm  rand  and  talk  of  an 
official  cut  for  interest  rates 

before  the  weekend  sent 

financial  stocks  in  Johannes- 
burg ahead  for  a   second  day. 

hoisting  the  all  share  index 

4.7  per  cent  to  5.6S0.7. 

Financials  rose  7.4  per 

cent  to  9,0783  as  softening 

money  markets  hardened 
rate  cut  hopes.  Stanbic  rose 

S3  per  cent  to  R1930  in  23m 
shares  traded.  Industrials 

added  43  per  cent  to  6351-2 

and  golds  improved  3.6  per 
cent  to  910.7. 

Foreign  demand  lifts  Bangkok 
ASIA  PACIFIC 

Active  foreign  buying  sent 
BANGKOK  sharply  higher 

for  a   third  day  and  the  com- 
posite index  finished  24.05  or 

6.4  per  cent  ahead  at  402.56  - 
an  eight -month  high. 
Analysts  noted  local  and 

foreign  demand  for  bank, 

finance,  telecoms  and  prop- 
erty stocks. 

Tbe  increased  overseas 
demand  was  attributed  to  a 

general  shift  by  global  inves- 
tors into  euro -denominated 

assets  fTOrn  dollar  assets.  At 
the  same  time,  investors 

Were  using  the  opportunity 
to  increase  their  weightings 
in  Asia. 

Recent  announcements  by 
Thai  banks  that  they  would 

seek  government  assistants 

to  raise  their  non-equity 

tier-2  capita]  also  boosted 
sentiment 

TOKYO  advanced  slightly, 

posting  its  first  gain  of  the 
year  as  tbe  yen  and  the  bond 
market  stabilized,  writes 

Alexandra  Nusbaum. 

The  Nikkei  225  posted  a   13 

per  cent  gain,  climbing 

235.72  to  13.468.4S  after  trad- 
ing between  13,216  and 

13,475.  The  more  representa- 
tive weighted  Nikkei  300 

rose  Id  per  cent  or  234  to 
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210,44.  Hie  Topix  index  of  all 

first  section  shares  was  up 
10.43  to  1,058.78. 
Volume  was  light,  with 

295.63m  shares  traded. 

Momentum  was  up  as  804 

issues  advanced,  313 
declined  and  173  were 

unchanged. 

The  yield  on  the  10-year 
government  bond  fen  9   basis 

points  to  1.82  per  cent  as 

investors  awaited  the  out- 

come of  today's  government 
bond  auction.  The  banking 

sector,  which  has  big  bond 

portfolios,  rose  23  per  cent. 
Sakura  Bank  climbed  Yio  to 

Y245,  Fuji  Bank  gained  Yi9 
to  Y417  and  Bank  of  Tokyo- 

Mitsubishi  closed  at  Y1402. 

up  Y22. 
Tbe  yen  held  firm  at  YY12 

to  the  dollar,  but  expart- 
'   oriented  stocks  continued 
Tuesday’s  faD.  Sony  lost  Y30 
to  Y7.74Q  on  comments  by 

Masayoshi  Morimoto.  senior 
vice  president,  that  if  the 

yen  stayed  below  Y115  to  the 
dollar,  “it's  going  to  be  a 

severe  year."  Bridgestone 
fell  Y7D  to  Y2J223  and  Fuji 
Film  lost  YI30  to  Y3350. 

Speculation  over  alliances 
among  carmakers  pushed  up 
the  shares  of  Nissan,  which 

rose  Yl4  to  YSH8.  and  Honda, 
which  climbed  Y120  to 

Y3330. In  Osaka,  tbe  OSE  index 

rose  165  to  14374, 
SINGAPORE  soared  5.7 

per  cent  to  a   nine-month 
high  on  fund-buying  by  man- 

agers reallocating  portfolios 

at  the  start  of  the  year. 
The  Straits  Times  index 

rose  78.73  to  1,464.97  in 

heavy  volume  of  525m 
shares  as  some  investors 

took  their  cue  from  Wall 

Street’s  overnight  rise. 

Property  and  bank  stocks 
led  the  rally,  with  rises  of  8.8 

per  cent  and  53  per  cent 

respectively,  on  expectations 
that  local  banks  would  cut 

prime  lending  rates  to  43 

per  cent  in  the  coming 
months. 

Local  shares  of  DBS  and 

OCBC  ended  50  cents  highpr 
at  S$830  and  SS7.10  respec- 

tively. 

Property  heavyweight  City 

Development  rose  60  cents  to 
SS7.4Q  on  expectations  that 

the  government  might  relax 
anti-speculation  measures  to 
boost  the  sector. 
JAKARTA  surged  for  a 

second  day,  ending  43  per 

cent  higher  as  investors 
bought  blue  chips,  inspired 

by  regional  gains  and  a   posi- 

tive response  to  Indonesia’s 
budget 

The  composite  index 

closed  up  1838  at  427.08. 
Telkom,  which  accounts 

for  14  per  cent  of  total  mar- 
ket capitalisation,  and  ciga- 

rette group  HM  Sampoeroa 
were  the  targets  of  heavy 
foreign  buying. 

Telkom  rose  Rp350  to 

Rp330Q,  helped  by  talk  of  a 
possible  domestic-call  tariff 
rise  this  month  and  support 

from  Wall  Street  gains  over- 

night Sampoema  rose  Rp825 

or  la  per  cent  to  Rp6325. 
Rises  of  more  than  3   per 

cent  on  the  day  were  also 
recorded  in  HONG  KONG, 

KUALA  LUMPUR  and 

MANILA. 

Good  Times. 
Bad  Times. 
All  Times. 

Chase  is  committed  to  providing  liquidity  and  impeccable 
execution  under  the  most  challenging  conditions. 
Our  4,000  global  markets  professionals,  combined 

with  our  capital  strength  and  award-winning  research, 
make  us  the  trading  partner  of  choice  for  all  your  fixed 

income,  derivatives  and  foreign  exchange  needs. 
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